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LUCKIES 








TASTE BETTER! 


Verified evidence proves 
LUCKIES BEST-MADE OF ALL FIVE PRINCIPAL BRANDS! 






QUALITY COMPARISON—5 PRINCIPAL BRANDS 


Based on tests certified to be impartial, fair and identical. 
Verified by leading laboratory consultants. 







LUCKY 
STRIKE 





Luckies are made better—and have the proof! They’re always so round, so firm, so fully 
packed, so free and easy on the draw—with no annoying loose ends to spoil their taste! / 


“In our judgment the above bar graph ac- “We confirm that in our opinion the prop- 
curately and reliably depicts the relative erties measured are all important factors 
quality of these brands. It is our conclusion affecting the taste of cigarette smoke. We do 
that Lucky Strike is the best-made of these verify that the above chart correctly shows 
five major brands.” that Lucky Strike ranks first in quality.” 

(Signed) Froehling & Robertson, Inc., Richmond, Va. (Signed) Foster D. Snell, Inc., New York, N. Y. 


You get fine tobacco in the cigarette that’s made 
better—that’s why Luckies taste better! 


Remember, L.S./M.F.T.—Lucky Strike means fine 
tobacco...fine, light, mild, good-tasting tobacco. 
There’s no > substitute for fine tobacco—and don’t let anybody 


Be Happy-GO LUCKY! 
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Where Did the Money 
Come From? 








The money came almost en- 
tirely from people willing to 
invest their savings in the 
telephone business. 








phone service. 







‘4000000 
Added Every Day to 
Serve the Nation 


The Bell System has made an average additional 
investment of $4,000,000 every working day in 
the last six years to expand and improve tele- 

















Why Did They Invest 
Their Money ? 


They put their money to the 
service of the public only be- 
cause they felt the public would 
allow them a fair return on it. 


BELL TELEPHONE SYSTEM 
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How Can Continuing 
Demands Be Met? 


With a fair profit the telephone 
company can hold and attract 
people’s savings for invest- 
ment in the business. 
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STATISTICAL ILLUSIONS .. . We are being told, with 
a good deal of official exuberance, that as evidence 
of unprecedented prosperity, national income in 
1951 was the largest in the nation’s. history and is 
expected to keep on rising. What better proof that 
everything is just fine, that we shall go on to greater 
and greater heights. 

Perhaps we shall, in terms of dollar income, but 
what does it actually mean? We have often felt that 
though national income has been rising, in dollars, 
we are not really any richer. In fact, a lot of us prob- 
ably feel poorer. Individuals may have more dollars 
to spend, but what counts is what you can get for 
them. And we seem to be getting less and less for 
our money. So let’s see how our dollar income works 
out in terms of purchasing power. 

According to official figures, our national income 
rose from an average $224.7 billion in 1950 to an 
average of $251.3 billion last year, a gain of roughly 
12%. The consumer price index rose from an aver- 
age of 171.9 to 188.6 on November 15, a rise of al- 
most 10%. Thus in terms of relative purchasing 
power, national income has 
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thirteen months, not to mention the boosts in excise 
taxes. Everything considered, the probability is that 
the purchasing power of national income, despite its 
rise in dollars, has definitely shrunk. So has of course 
the purchasing power of savings, also reported at 
new highs in terms of current dollars, and this loss 
of purchasing power has run into billions in view of 
the large amount of savings reported. 

That kind of depletion of assets is nothing to brag 
about; it is probably realized by most people and 
accounts for their growing proclivity towards sav- 
ing rather than spending. They know it takes a great 
deal more money to protect themselves against sick- 
ness and old age than was required a few years ago, 
before the latest wave of price inflation had its ero- 
sive effect. They begin to realize that what matters 
is not how many dollars you earn, or have salted 
away, but what you can buy with them. 

Almost any day, you read that some new economic 
record has been made. A company’s or an industry’s 
business is at a new high. Corporate profits, before 
taxes, have made a new peak. Tax revenues have 
surpassed all past collections. 
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advanced a mere 2%. But 
since population has also risen 
during this period, there most 
probably has been no increase 
at all, on a per capita basis, 
and perhaps an actual decline. 
_ On top of that, the above 
Income figures do not take into 
account income taxes, and 
Federal income taxes have 
been raised twice in the last 


We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 
























Industry’s capital expendi- 
tures have outrun anything 
ever witnessed. The trouble is 
that no one actually knows 
what all this means. 

Take outlays for plant ex- 
pansion, last year reported to 
have set a new record of some 
$24 billion, or about four 
times what was spent in 1939. 
How much has that actually 
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increased the nation’s total productive capacity? 
Obviously spending four times as many dollars as in 
1939 didn’t get us four times as much of plant and 
equipment. No one can furnish an exact answer be- 
cause we can only guess what the 1951 dollar, con- 
stantly declining in purchasing power, could buy 
compared to a 1939 dollar. One reason is that there 
are various dollars, from the standpoint of purchas- 
ing power. There are wholesale dollars, retail dollars, 
wage dollars—all with differing purchasing power 
not only among these categories but within the cate- 
gories as well. 

The simple fact is that as long as money as a unit 
loses in value, it becomes ever more difficult if not 
impossible to measure our wealth and our economic 
activities. The only solution is to restore the measur- 
ing standard, to stop further erosion of the dollar’s 
purchasing power. We cannot do that if we continue 
the “rat race” of pushing up wages to catch up with 
and even exceed, price advances. We cannot do it by 
giving lip service to stabilization, yet encourage 
further inflation. The latter is just like a narcotic, 
inducing a false sense of well-being. The ensuing 
hangover is just as bad. 

Price inflation for the moment appears to be ar- 
rested, but latent danger remains. A sixth wage 
round as now spearheaded by the steel wage nego- 
tiations could quickly revive it. We all, including 
labor, should have some second thoughts on the sub- 
ject before it is too late. 


DiSALLE’S SWAN SONG ... Retiring Price Adminis- 
trator Michael V. DiSalle the other day told a con- 
gressional committee, in what appeared his swan 
song properly staged under television lights, that his 
agency has been successful in checking the rise of 
prices and will begin to study the possibility of de- 
control in some areas, but warned that his successor 
will need a stronger price control law! 

He stated that a year ago, our economy was in 
serious danger but under stabilization, sensitive com- 
modities have fallen 17% and wholesale prices 4%. 
In fact, he conceded, the economic situation has so 
“improved” that many persons now question the 
need for continuing price controls at all. 

Whatever one may think of Mr. DiSalle as a price 
controller, these statements clearly show that he is 
first of all a politician and as such has to go along 
with the Administration’s concept of the need for 
direct controls, and its demand for more and 
stronger controls. That’s why he professes to think 
that price curbs should be tightened to protect the 
nation against “run-away inflation.” 

What we are most inclined to take exception to is 
Mr. DiSalle’s claim that his agency has been “suc- 
cessful” in checking the rise of prices. As it is, his 
reign as price boss will go down in history as the 
period during which more price ceilings were ig- 
nored than under any other price controller, but 
where the ceiling ‘‘violations” were nearly all on the 
downside. Following the initial control job early in 
1951, there were relatively few fields in which price 
control was a serious problem. 

The fact of the matter is that it wasn’t the control 
agency which checked further price rises but the 
common sense of consumers who refused to continue 
their panicky buying. Buying caution indeed has be- 
come so pronounced, to the chagrin of retailers, that 





price ceilings soon became academic. In one field 
after another, merchants began to look longingly at 
ceiling prices, wishing they could sell at these prices, 
Instead, price cutting became the order of the day, 

We do not mind particularly if the OPS takes 
credit for all this but we would like to see the record 
straightened out. Price control had very little to do 
with arresting general price inflation last year. Ad- 
mittedly it was effective in certain areas of tight 


supply, but as far as the general price structure is | 


concerned, it was the consumer who did the job—and 
far more effectively than any price control could 


ever do it. We hope the consumer will remember | 


that he is the one to call the “price tune.” It will be 
to his own advantage, and to that of the country as 
a whole. 


ON FOREIGN AID... We hear Congress is determined 
to give the Administration’s foreign aid program a 
thorough “going over.” It’s a good idea, if only be- 
cause there is considerable doubt whether these 
programs are accomplishing their declared purposes. 
Responsible legislators at any rate are far from 
satisfied that we are getting our money’s worth out 
of the billions we give away. 

Our postwar foreign assistance programs began 
in 1946 when they cost us somewhat less than $1.4 
billion but thereafter they quickly snowballed. In the 
five succeeding years, the bill fluctuated between $4.5 
billion and $6.4 billion annually, and according to 
official estimates, these distributions will reach a new 
high this current fiscal year at somewhat over $6.8 
billion, and next year will exceed $10.5 billion. Time 
was when the whole country could be run on less 
than that. 

Available figures indicate that by next June 30, 
we shall have distributed close to $35 billion through- 
out the world and a year later, if Congress approves 
the Administration proposals, the total will exceed 
$45 billion. President Truman has asked for a new 
money appropriation of $7.9 billion, and his budget 
message indicates that actual expenditures in the 
coming fiscal year will be $10.5 billion, the difference 
being accounted for by unexpended balances from 
previous appropriations. These $10.5 billion for 
foreign aid are just about equal to the anticipated 
cash deficit in fiscal 1953; the deficit might even 
be less. Were it not for huge foreign aid outlays, we 
might have a balanced budget! 


Basically today, the theory underlying these ex- | 


penditures which now account for the larger part 
of the Treasury’s annual deficits, is that they win 
friends for our side in the East-West struggle. Ori- 
ginally, they were designed and expected to rebuild 
the war-shattered economies of freedom-loving 
nations so as to enable them to look to their own 
defense, with diminishing reliance on us. But it 
seems the price of international friendship keeps 
rising all the time, particularly since the objective 
has shifted from economic recovery to military de- 
fense. Reliance on the U.S. appears to be getting 
greater, not less. 

Hence, we feel, it will be a good idea for Congress 
to probe thoroughly into our foreign aid programs. 
We certainly do not advocate that they be dropped, 
but we should make sure that they accomplish their 
purpose at a minimum, not maximum cost—that we 
are getting our money’s worth. 
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BY ROBERT GUISE 


COMMUNIST PATTERN OF AGGRESSION—AND HOW TO STOP IT 


Wes, Islam again in ferment from Iran all the 
way across to Morocco, the Western World is con- 
fronted with problems of increasing gravity in this 
vital area. In Egypt there was bloody fighting be- 
tween British troops and Egyptian police in the 
Suez Canadal Zone, and 
wild rioting in Cairo. 
In Tunisia, nationalist 
disorders have broken 
out. In Morocco, too, 
trouble is brewing. In 
Iran, Premier Mossa- 
degh is finding new 
ways to bedevil Anglo- 
Iranian relations. And 
everywhere, the fine 
hand of Moscow is un- 
mistakably showing. 

Moscow for the first 
time has been openly in- 
tervening in the turbu- 
lent Middle Eastern 
scene, urging the Mos- 
lem states to throw off 
the yoke of ‘Western 
Imperialism.” In the 
past, it has, indirectly, 
been doing its best to 
embarrass the Western 
Powers by successfully 


“HEATING THE BRANDING IRON” 


\e 


by indirect aggression. It is in this light that the 
Western World must view the activities of the com- 
munist coalition. And as the Soviets keep stirring 
the pot, the Western dilemna, and particularly our 
own, grows by leaps and bounds. 

The dilemma is real, for 
the communist effort 
remains a continual en- 
deavor to bore from 
within and behind Wes- 
tern defenses, above all 
political and economic. 
While there is no hint 
of a direct frontal as- 
sault, these efforts tow- 
ards ultimate global 
domination are no less 
dangerous. With Prav- 
da telling the Egyptian 
people that, “haven fall- 
en into misfortune un- 
der foreign occupation, 
they should now turn 
their eyes to the Soviet 
Union, to Moscow, to 
Stalin,” we know what 
the game is and ¢an ill 
afford to look on with- 
out acting — to remain 
without a definite and 
positive policy. Such a 





MOOLE cps 





fanning Moslem anti- oa Na 

pathies against them,  i2ys2sos=;SINaws rin policy, unfortunately 
making use of and sup- i iat, has been lacking. 
porting the Islamic re- Hesse in The St. Louis Globe-Democrat Admittedly, it’s a 


volt against the West 

while ostensibly pursuing a “hands off” policy. But 
now, Moscow’s role is becoming far more open. 
Spokesmen of the Kremlin have been setting the 
tone for Russian policy, their theme for 1952 being 
the “gigantic anti-imperialist” revolution in Asia. 
ie Kremlin’s interest has taken on very direct 
orm. 

In Egypt, the Soviets have made advances to the 
powerful Wafd Party, and been lining up Egyptian 
support for recognition of Communist China, as 
well as starting Soviet-Egyptian trade negotiations. 
In Iran, they have been telling Mossadegh that the 
Americans, not the British, are the real enemies, 
and the British only their tools. In India, Moscow 
is taking a sudden interest in the Kashmir dispute, 
and in Tunis and Morocco, it is egging on the drive 
of Moslem nationalists toward home rule. 

The pattern of course is not new. It’s the well- 
known communist pattern of creating chaos without 
war, the Soviet method of gaining new territories 
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ticklish problem for 
more than one reason. Because of the more in- 
timate connection of France and Britain with the 
area, we do not have the necessary freedom of 
action when it comes to direct approach to the 
Moslem nations. Also, while we must support our 
allies in the big struggle against communist aggres- 
sion, the feeling is that these allies, particularly 
France, have been slow—and sometimes inept—in 
handling these situations. 

Clearly, our course of action should follow two 
principal lines. One is to convince our allies that 
resolute action is needed to counteract growing 
communist influence and interference in the Middle 
East area and also in South East Asia. The second 
calls for a bolder approach. While we may readily 
demonstrate that the West is prepared to recognize 
legitimate national aspirations in the Middle East, 
we should also make it clear that any aggressive 
communist action in this area directed and sup- 
ported by Moscow would . (Please turn to page 554) 
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Market Continues Mixed with Strong Spots 


A brief selling wave, on which support was subsequently met, was the market highlight 
of the last fortnight, leaving net changes in most stock prices for the period relatively 
small. More selling developed today, with support again paring extreme losses. Having 
been unrelated to any news developments, the spills can probably be ascribed to a 
temporarily, and not greatly, impaired technical position. Good investment absorption 
is indicated, should any further setbacks occur. 


my A. T. 


a a fairly persistent selective rise from 
the late-November reaction lows, most stocks either 
lost a little ground on balance during the fortnight 
since our last previous analysis was written or failed 
to rise further. In terms of the daily industrial aver- 
ages, the highs for this rise to date were recorded 
January 22; and for the rail group on January 29. 
After the industrial list had flattened out for a week 
or so, and with rails meeting offerings just under 
their old 1951 high, there was a concentrated wave 
of profit-taking, no doubt mainly of professional 
origin, in the final hour of trading on Wednesday, 
January 30, resulting in the largest single-session 


MILLER 


sell-off, both for industrials and rails, seen in a good 
many weeks. That was the only exciting general 
market development of the fortnight. 

However, further selling appeared today, of com- 
parable intensity though stretched out over a longer 
trading period, with ultimate support again paring 
extreme losses. The spills can probably be ascribed 
to a temporarily, and not greatly impaired tech- 
nical position, since they were unrelated to any news 
development. Their failure to stampede the market is 
readily understandable; for it remains primarily an 
investment-dominated, cash-based market. There is 
no great speculative position subject to dislodgement 
in the absence of significant change in the 
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outlook for business activity, earnings 
and dividends; and the margin position 
remains insignificant. For this reason, we 
expect, essentially, continuation of the re- 
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346 340 cent selective pattern once selling has 
been absorbed. 

320 t OF 320 Brokers’ loans—not all of which are for 

INDICATED carrying common stocks—rose only $154 

300 TRANSACTIONS 300 million from June, 1949, last major low 

DECLINING point in the market, through December, 

260 1951, the latest figure available at this 

280 writing; and actually declined $112 mil- 

lion over the last 18 months. In December 

260 260 they equalled only 0.78% of the total 

— value of = ao listed on vor 

aY4o 6 ew York Stoc xchange, compare 

pape ctype be . with 1.09% in June, 1949, when the 

sie AT RISING . industrial average was more than 100 

an) points under its present level. The stocks 

MEASURING INVESTMENT AND SPECULATIVE DEMAND and stock groups which have paced both 

° a 130 the latest phase of advance and the ad- 

\M.W.S. 100 | vance of the last year or so have been 

250 LOW PRICED STOCKS 125 predominantly those appealing to in- 

SPECULATIVE DEMAND vestors because of longer-term growth 


potentials or good income return, or both. 








Run-of-the-mill cyclical-type stocks have 
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5 remained more or less out of favor; the 
low-priced “cats and dogs” ‘have had only 
110 two “plays” on the entire advance since 
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1949, one culminating last February and 
105 the other last October; and with neither 
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2 remotely comparing with the speculation 
in low-priced issues around or prior to 
pea bull-market tops of 1929, 1937 and 
1946. 


Of course, no general average or index 
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_and least of all the Dow- 





Jones 30 industrials—can 
tell the story of this mar- 
ket. Reflecting both wide 
variations in company 
prospects in the high-tax, 
part-peace, part-war econ- 
omy, and the increasing 
investment character of 334 
the market, the cross-cur- 
rents have been more 
numerous and emphatic 
over the last year than 
ever before. That applies 
not only to the various 
stock groups, but also to 
disparities within many 
groups. 

Measured from last Feb- 
ruary’s intermediate high 
for the general list, there 
have been additional gains 
ranging from substantial 
to very large in such 
groups as oils, chemicals, 
metals, ethical drugs, fi- 
nance companies, tires, air 
lines, video stocks and a 
few others. This contrasts 
either with some net de- 
cline over the same period, 
or a do-little performance, 
in the case of such groups 
as steels, rails, rail equip- 
ments, automobiles and 
auto parts, merchandizing 
stocks, textiles, tobaccos 
and some others. 

These divergences natu- 
rally have averaged out into quite moderate price 
swings in every general industrial average or index. 
In the case of the Dow average—and in this respect 
the picture it gives is not significantly different from 
that provided by other composite measures of stock 
prices—the reactions started last February, May and 
September amounted to 4.6%, 8.1% and 7.3%, 
respectively; while the phases of advance started 
last March, June and November amounted to 7.8%, 
13.9% and 7.6%, respectively. The last cited phase, 
up to January 22, may or may not be completed. 
Barring some major foreign news shock, advancing 
and corrective phases may well continue to be on 
the moderate side, measured by any general aver- 
ages, for some time to come; for in the general scene, 
as regards business, earnings and dividends, one 
can point to no condition, or prospective medium- 
term change, which would seem likely to induce 
unbridled bull market enthusiasm on the one hand; 
or to encourage any broad, general investment liqui- 
dation on the other hand. 

In the existing economic environment, the techni- 
cal position of stocks which have lagged for a vear 
or more can hardly be significantly vulnerable. That 
is why they were steadier, in most cases, on the 
recent sharp selling flurry previously referred to, 
than more favored stocks which had risen largely in 
prior weeks, most notably the oils. The investment- 
favored groups which are “way up there” are neces- 
sarily subject to recurrent periods of technical weak- 
hess; but on every test so far it has taken no great 
concession in prices to reactivate demand for them. 
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Cash Awaiting Employment 


There is a fairly steady flow of institutional funds 
into common stocks of types suitable for such in- 
vestors, tending to reduce the floating supply of 
such stocks, since most investors, both individual and 
institutional, are more inclined to buy or hold—and 
especially to hold—than to sell. Dividend yields on 
investment-grade stocks are considerably less attrac- 
tive than they were a year or two ago, but still well 
in excess of high-grade bond yields. In the case of 
favored stock groups and favored special-situation 
issues, both price-earnings ratios and yields are still 
medium-conservative, with few exceptions, compared 
with those prevailing at past major market highs. 
In the case of cyclical-type stocks, of course, price- 
earnings ratios are generally rather low and yields 
high, reflecting the adversities, restraints or uncer- 
tainties which detract from their appeal. 

There is a great deal of cash—probably more than 
ever before—in the hands of individuals, awaiting 
opportune investment, or reinvestment, in stocks. 
Either it will have to go pretty much into the same 
type of stocks that have been favored heretofore, on 
whatever price concessions the market may provide 
from time to time; or the would-be buyers will have 
to trade down to some extent into medium-grade 
issues which have heretofore been neglected. It is 
difficult to envisage a dynamic further advance in 
the averages without some fresh market leadership, 
which has shown no signs of developing to date, 
though favored groups (Please turn to page 556) 


507 


. . . . Region-By-Region Check on... . 





Latest Shifts in Industrial Growth 


By JOHN D. C. WELDON 


Se ncouraged by a national preparedness drive, 
the demands of a shooting war, and a second de- 
fense program, whole sections of the United States 
which had been lagging in industrial and economic 
development have moved ahead with new speed 
and the end is not yet in sight. 

While the progress may be described as born of 
emergency conditions, there are many fundamental 
factors of deeper significance. And that augurs well 
for continuing, secure progress. 

Analysis of recent years’ growth brings out such 
basic reasons as population shifts, the invitation of 
more favorable employment and labor relations, 
some tax inducements, open country and attractive 
real estate markets—and, in a minor degree, the 
trend toward the dispersal of industry. 

But, the accelerated industrial and economic devel- 
opment of the South, Southwest and the Pacific 
Coast area has not been at the expense of other 
portions of the nation which, over a period of years, 
have maintained their relative supremacy in their 
respective fields of economy; it is just that the newer 
portions of the nation are “catching up” economic- 
ally and industrially with the older portions. 

A careful region-by-region check of developments 
over a period of twenty years does not indicate that 
the Eastern half of the United States is to become an 
economic desert as the Southern and Western sec- 
tions become fabulously rich. 

For the past decade or so, regions South of the 
Mason and Dixon Line have been in a sort of 





“emergence” from a condition of near-colonization 
which existed from the close of the Civil War until 
well after World War I, while Southwestern and 
Pacific Coast regions are coming to the front as a 
result of developments of mineral, timber, water 
and other natural resources. 

Continued development of the nation’s regional 
resources has been a major dynamic force in the 
national economic growth. Actually, the national 
economy is the sum total of a number of regional 
economies, all welded into one over-all productive 
entity with all having the advantage of free access to 
nationwide resources and a nation-wide market. 

Knowledge of the divergent economic tendencies 
in the individual regions provides a basis for under- 
standing past and present economic developments 
and for evaluating probable future trends. The 
simplest way to gain this knowledge is to evaluate 
the relative importance of major industries in the 
economies of the various regions from a long-term 
perspective. 


New England States 


New England has continued to grow and to realize 
a high standard of living. In the 20-year period 
under scrutiny, the population of the region and of 
the individual states was larger in 1949 than in 
1929. Its industries were larger and the incomes 
of its people were higher, although factory employ- 
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| als in 1929, New England’s share has been 


© whole, while New England’s income rose 
' only 95 per cent though still 105 per cent 














Aggregate incomes of these states ad- 
vanced during the two decades, but the rate 
of advance was slower than in other por- 
tions of the country. From 8.2 percent of 
the nation’s total flow of income to individu- 


reduced to 6.7 per cent during the last two 
decades. This shrinkage can be ascribed to 
a slower growth rate than for the whole 
nation. Income increase from 1929 to 1949 
was 139 per cent for the United States as a 


of the national average in 1949. These fig- 
ures however should not lead to any feeling 
of pessimism about the region. 





INCOME PAYMENTS 
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Much of New England’s textile industry 
has moved to the South, true, but other 
industries, notably aircraft, aircraft parts 
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and precision instruments, have filled much 

of the void left by the textile migration. This is 
indicated by electric power consumption which 
doubled in the 10-year period from 1940 to 1950. 
Although manufacturing expansion in New England 
has been “slight”? compared with other regions, the 
area has retained its lead as the most industrialized 
of all the regions. In service industries—insurance, 
communications, transportation—aggregate and in- 
dividual incomes advanced steadily. 


The Middle East 


This region—which includes New York, Pennsy]- 
vania, New Jersey, Maryland, Delaware and West 
Virginia—has one of the richest economies in the 
nation and has expanded greatly since 1929, but 
at a rate less than the national average. 

This region’s percentage share in many national 
totals has diminished, but in terms of actual pro- 
ductive resources, the economy of the Middle East 
is in almost every aspect greater than it was in 
1929. Aggregate income of individuals almost 
doubled between 1929 and 1949, rising 
from $28 billion to $55 billion. Although 
this increase—99 per cent—was the sec- 
ond largest for any region, it was below 
the 139 per cent national average rate 
of growth in the same period. 

This lesser rate of growth is partly 
ascribable to a slower population in- 
crease than prevailed in other sections 
of the country, and partly because the 
average per capita income in the Middle 
sa was the highest in the nation in 


Despite the decline in income relative 
to the national average, the Middle East 
region still accounts for more than one- 
fourth of the Nation’s total income and 
the per capita income is nearly one-fifth 
above the national average; the highest 
of any region except the Far West. 

The current relative position of the 
Middle East, like that of New England, 
reflects in considerable measure the in- 
dustrial, commercial, and population 
growth of the newer and less developed 
regions of the South, Southwest and 
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Far West. A tapering of this rate of growth will 
make the forces underlying the relative shifts of 
income to the South and West less strong in the 
future than they were in the past. 


The Southeast 


In the generation following 1929, the economy of 
the Southeast—Virginia, Kentucky, Tennessee, Caro- 
linas, Arkansas, Mississippi, Alabama, Georgia, 
Florida and Louisiana—has been one of the most 
dynamic in the United States. Acceleration of its 
growth is reflected in its expanded share of the 
national income, from 10.5 per cent in 1929 to 13.7 
per cent in 1949. 

Population of this region grew at about the same 
rate as that of the nation in the 20-year period, 
making it evident that per capita income grew more 
than the national average. In fact, this rise was a 
156 per cent increase in Southeast per capita income, 
as compared with 96 per cent for the United States 
as a whole. In 1929 per capita income in this region 
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Photo by Ewing Galloway 
A rather unusual scene, for a pastoral, but not uncommon in the South—a dairy 
herd grazing while in the background, oil derricks tower like forest trees. 











was sectionally the lowest in the country. 

Factors responsible for this economic emergence 
are numerous enough to demand a special treatment 
but for reasons of space limitation only the high 
lights will be given here. The region embraces the 
area which suffered the greatest economic loss dur- 
ing the Civil War. For more than 50 years, it had 
no capital of its own and was entirely dependent 
upon outside sources for funds to develop the natural 
resources of the area. The two World Wars changed 
the capital picture, while a fuller appreciation of 
local markets for finished products, made from raw 
materials of the area, spurred industrial activity. 

Farm mechanization, coupled with research in the 
field of chemurgy—synthetic fibers, plastics, kraft 
papers—made available an abundant supply of labor. 
Local industrialists and industrialists of other parts 
of the nation took heed. 

In a matter of ten years, the economy of the region 
shifted from agriculture to industry based upon the 
raw materials of the area. At the end of World War I, 
the Southeast had 11 percent of the nation’s manu- 
facturing wage earner employment; today it is push- 
ing 15 per cent, and hard. 

Outstanding in this region is the strong trend 
toward greater industrialization and a marked de- 
cline in the importance of agriculture, except as the 
latter relates to food processing. 

This has been the area of one of the Government’s 
biggest ventures into the field of electric power—the 
Tennessee Valley Authority. TVA has had its effect 
in the region, but more in the field of agriculture 
than in industry. Much of TVA’s power has gone to 
the rural electric cooperatives, until the exigencies 
of war harnassed it to the non-productive industry 
of defense, meaning atomic energy. 


The Southwest 


Four states—Oklahoma, Texas, New Mexico and 


Photo by Ewing Galloway 


Growing industrialization of the Southwest requires vastly greater 
power facilities such as this electric power plant at Trinidad, Texas. 





Arizona—make up the region dealt with here. In 
the 1929-49 period, this region was outstanding for 
its high rate of new construction. Having but 6.6 
per cent of the total income of the United States, 
this four-state area has undertaken approximately 
10 per cent of total new construction. 

Industrial and other expansion has been the prime 
factor in its income. advance from $4 billion in 
1929 to $13 billion in 1949. Per capita income in 
the area has increased at a higher rate than the 
national average, although as a whole the region 
stlll has average income somewhat below the nation- 
wide figure. It reached 88 per cent of the national 


average in 1949, as compared with 68 per cent in | 


1929. 

The mineral resources of this region are among 
the richest in the world. The Southwest provides the 
largest share of the nation’s fuels—one third—and is 
now tied with the Northwest as a producer of non- 
fuel minerals. And here we find a link between the 
economy of one extreme of the Nation, the South- 
west, with the other extreme—New England; the 
latter continues highly mechanical, drawing upon 
the former for fuels to power New England indus- 
tries. 

Like the Southeast, the Southwest is shifting from 
an agricultural to an industrial economy. But its 
industry is not one of manufacture so much as it 
is of finding and distributing the raw materials— 
petroleum, natural gas and sulphur—which make 
possible the manufacturing industries of other areas. 


The Central Region 


This area—which includes Michigan, Ohio, Indi- 
ana, Illinois, Wisconsin, Minnesota, Iowa and Mis- 
souri—continues as the most populous region of the 
United States. By 1949, it was abreast of the Middle 
East in terms of national income—each contributing 
approximately 28 per cent of the national total. 

The economy of the Central Region is unusually 
well diversified. There is good balance between agri- 
culture, raw material production, commodity-type 
production and service-type industries. For this 
reason, economic trends of the region approximate 
the average for the entire United States from 1929 
to 1949. Thus as an illustration, over the last two 
decades, income of the region rose 132 per cent 
compared with a 139 per cent increase for the entire 
country. 


The area is notable as the foremost commodity- 
producing region of the United States. At the same 
time, it is the largest producer of both agricultural 
and industrial products. In 1929 its national com- 
modity output was approximately one-third and has 
remained substantially the same since then. 

During the 1929-1949 period, there was some 
shrinkage of its mineral output, but this was offset 
by its gains in manufacturing. Today, the Central 
region is the center of our durable goods production. 

Per capita income has remained constant at about 
6 per cent above the national average, both in 1929 
and 1949. There are two reasons for this—a large 
fraction of the region’s workers is concentrated in 
high value-added industries, and ouput per individ- 
ual worker—agricultural and factory—is somewhat 
above the national average. This high output per 
worker explains the prevailing high pay scale and 
the high per capita income. 

The region has a well-balanced economy, reason- 
ably divided between (Please turn to page 550) 
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cussions of individual company experience follow: 

U. S. Steel Corporation for 1951 reported record 
annual results in every respect except earnings. 
Sales, passing the $3 billion mark for the first time 
in company history, totalled $3,525 million, an in- 
crease of 19.25% over 1950. But net income, owing 
to a 70% rise in taxes, showed a shrinkage of some 
$31.5 million. In relation to sales, last year’s net 
income was equivalent to a return of 5.2%, com- 
pared with 7.3% the year before. In terms of net 
per share, profits amounted to $6.08 as against 
$7.29 per share. 


Huge Tax Bite Into Big Steel Earnings 


The provision of $398 million for Federal taxes, 
including $90 million estimated excess profits taxes, 
were equivalent to more than $15 per share. The 
1951 tax bill, incidentally, eclipsed the old tax peak 
just under $300 million set in the World War I year 
of 1918. 

Fourth quarter profits were reported at $49.2 
million or $1.64 a share, after Federal taxes of $103 
million and $16.5 million for State, local and mis- 
cellaneous taxes. In the like 1950 quarter, net was 
$36.5 million or $1.16 a common share. Sales in- 
creased to $932.1 million from $817.2 million between 
the two quarterly periods. 

Significantly, fourth quarter per share net of 
$1.64 compares with only 83 cents reported for the 
third quarter. The gain reflected an increase in sales 
to $932 million from $817 million, and was accom- 
plished despite a rise in the quarterly Federal tax 
provision to $103 million from $86.9 million. Fourth 
quarter results thus were second only to the June 
quarter when per share net came to $1.99. 

As to the future outlook, chairman Olds opined 
that steel demand will continue high throughout the 
first half and possibly all year; that the easing in 
demand for some products, notably steel sheets, is 
not significant as it reflects in part a tightening of 
Government steel allocations and in part the reduced 
activity, better balanced inventories, or both, of 
some industries. 

Big Steel’s net current assets at the end of 1951 
amounted to $334 million compared with $441 mil- 
lion a year earlier. Despite the reduction, the man- 
agement hopes to be able to carry through its 
construction program without doing any public 
financing. Capital expenditures last year amounted 
to $352 million, while projects to be completed at 
the year-end came to $603 million. In addition, in 
January, a further $129 million in projects was 
authorized for the development of iron ore properties 
in Venezuela. 


Record Earnings for Socony-Vacuum 


Socony-Vacuuwm announced that earnings, crude 
oil production and refinery runs in 1951 were the 
highest in the company’s history. The company’s 
president estimated consolidated earnings at $160 
million equal to $5 a common share, 20% higher than 
1950 net income of $128.2 million or $4.03 a share. 
It exceeded the previous peak of $132.8 million 
established in 1948. Net domestic crude oil produc- 
tion increased approximately 16% in 1951, and 
domestic refinery runs rose 10%. Thanks to the 
excellent results, the company raised the quarterly 
dividend to 50 cents a share from 40 cents. The 
indicated annual rate is now $2 a share against 
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extra of 30 cents. 
On basis of full year results, fourth quarter net 


came to $1.26 a share as against $1.35 in the third ‘ 


quarter, highest quarterly figure of the year. 
Bendix Aviation Corp. which increased its sales 
55% in the fiscal year ended September 30, 1951, as 
it switched emphasis into defense production, experi- 
enced a sharp drop in net income during that same 
period. Sales totalled $340.5 million compared with 
$219.4 million in 1950. But after taxes, which rose 
from $13.6 million to $20.1 million or $9.55 a share, 
net income dropped to $11.8 million from $16.9 mil- 
lion, equivalent to $5.58 a share against $8 a share. 
Net return on sales dropped to 314% from 7.7% 


in the previous fiscal year. Excess profits taxes alone F 


rose from $1 million to $4.5 million. 

Apart from steeply higher taxes, there were other 
factors which accounted for lower earnings. Expan- 
sion and “starting up” costs were heavy, due to 
the substantial new facilities acquired and equipped 
during the year to handle increased defense busi- 
ness. Also 65% of sales, against 35.9% in the 
previous year, were to the Government and subject 
to renegotiation. Thirdly, profit margins on com- 
mercial sales were lower because price ceilings did 
not reflect cost increases. 

September quarter results final fiscal year quarter) 
amounted to $1.30 a share against $1.70 in the 
preceding quarter, again reflecting primarily tax 
impacts. The backlog of business as of September 
30, 1951, consisting largely of defense orders, totalled 
$698 million compared with $336 million a year 
earlier. It is a reasonable expectation that earnings 
henceforth should continue at least at the September 


quarter’s rate, possibly somewhat better as_ the 


transitory influences cited above abate. 
Good Report of Hercules Powder 


The annual report of Hercules Powder Company 
showed net income after all charges of $13.6 million 
equal to $4.96 a share compared with 1950 income 
of $14.5 million or $5.31 a share. Net sales and 
operating revenues increased 34% to $216.8 million 
and pretax income rose 50%. But higher taxes re- 
duced net to about 6% below the preceding year. 
The tax bill amounted to over $30 million or more 
than twice the net income, whereas in 1950, at 
$14.6 million, it just about equalled net profits. 

Quarterly results, proportionally adjusted for 
tax liabilities, showed per share net of $1.52 for the 
fourth quarter compared with $1.05 in the third 
quarter and $1.22 in the first quarter. The fourth 
quarter, in other words, was the year’s best and 
early 1953 results should be comparable as the 
growth trend characteristic of the company’s busi- 
ness continues to assert itself. 

Were it not for taxes, West Virginia Pulp & Paper 
Company would have shown a substantial profit gain 
in 1951. The company produced and sold more paper, 
paperboard and chemicals, at generally higher 
prices, than for any other year in its history but 
because of taxes—mainly Federal income taxes—net 
income dropped by $2 million below that of 1950. 
1951 sales totalled $116.4 million against $95.4 in 
1950. Pretax income at $23.8 million was still 18% 
above the $20.2 million of last year. But there was a 
69% rise in Federal taxes, from $8 million to $13.5 
million, including a boost in EPT liability from 
$300,000 to $2 million. As a result, net income 
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instead of reflecting the larger volume of business, 
fell off to $10.3 million from $12.2 million, a decline 
of 16% and equivalent to $10.80 a share as against 
$12.93 last year. Significantly, the tax bill alone 
amounted to $17.63 a share against $11.20 a share 
last year. 

Fourth quarter results, in terms of net earnings, 
came close to those of the third quarter, with per 
share net of $2.44 against $2.49, but both were below 
previous quarters. Peak earnings were established 
during the second quarter when per share net was 
$3.08 against $2.81 in the first quarter. With paper 
demand less insistent than in early 1951, and prices 
lately showing a somewhat easier tendency though 
mainly in resale markets, earnings will likely con- 
tinue around the lower quarterly level established 
later in the year. Such earnings of course would 
still be good, exceeding anything but recent peak 
rates. 

Overall, 1951 was a fairly good business year for 
Dresser Industries. Net earnings after taxes were 
$5.1 million on sales of $106.1 million, as against 
$4.3 million and $79.9 million, respectively. On a 
per share basis, net earnings amounted to $3.77 
compared with $3.15 in 1950, both figures giving 
effect to the additional 187,500 shares of common 
stock sold in October 1951. 

What draws attention is the big fluctuation in 
quarterly earnings, with only 31 cents net reported 
for the fourth quarter against $1.42 a share in the 
third quarter. There are several reasons for the 
apparent sharp decline in fourth quarter profits. One 





is that the additional tax liability under the new tax 
law, amounting to 23 cents a share, was charged 
against fourth quarter income. Then, two special 
reserves, together reducing fourth quarter earnings 
by about 58 cents, were set up, one against a still 
contested court judgment against a Dresser subsidi- 
ary, the other against a series of customers’ notes 
currently in default. 

Together, these special charges amount to 81 cents 
a share; thus had it not been for them, fourth 
quarter net would have come to $1.12 a share in- 
stead of the reported 31 cents a share, comparing 
rather more favorably with per share net of $1.42 
reported for the third yuarter of 1951. 

Altogether, the company’s effective tax rate last 
year was approximately 50% as against 40% in 
1950. This points to a rather favorable excess profits 
tax base. EPT in 1951 amounted to only 31 cents a 
share, or $401,000 altogether, compared with liabil- 
ity for normal and surtaxes of $4.9 million, against 
$3.2 million in 1950. 

1951 was the 60th year in business for Chain Belt 
Company and also its biggest in terms of sales 
though not in point of earnings. Sales reached a peak 
of $38.9 million, up from $27.8 million the year 
before for a gain of 40%. Despite higher operating 
costs, pretax net was also substantially higher at 
$6.3 million against $4.8 million, but the tax bill 
rose to $3.75 million from $2.14 million, or 31%, 
pruning net income to $2.56 million compared with 
$2.65 million in 1950, or $5.24 per share against 
$5.44 in 1950. Simi- (Please turn to page 552) 
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Comparative Sales, Earnings and Operating Margin of Leading Companies 
Net Sales Operating Margin 
1951 1950 1951 1950 Net Per Share —_————_———Net Per Quarter 1951 —— 
———_(Millions)——— ey ne 1951 1950 Ist 2nd 3rd 4th 
Air Reduction $118.1 $ 98.0 16.7% 16.4% $ 2.69 $3.5 $ .69 $ .68 62 $ .66 
Armour & Co. 2,215.2 1,859.8 Le 22 3.20 3.94 1.70 49 50 51 
Bendix Aviation 340.5° 219.4° 9.0° 12.6° 5.58° 8.00 1.22 1.36 1.70 1.30 
Caterpillar Tractor 393.7 337.2 9.3 18.7 3.85 7.49 1.54 1.08 (d) .13 1.35 
Celotex Corp. 59.2 48.7 11.6 10.6 3.58 3.03 -96 66 1.13 83 
Chain Belt 38.9 27.8 V5.7 17.0 5.24 5.44 .86 1.39 1.41 1.58 
Dayton Rubber . 54.6 37.2 12.1 12.4 5.01 4.74 2.63% 2.383 
Divea GanOe co ccc2s0/cksasees 11.1 9.8 17.1 1.54 2.33 43 38 36 37 
Dresser Industries ............. : 106.1 79.9 9.91 9.6 3.77 3.68 69 1.34 1.42 31 
Emerson Radio & Phonograph 55.7 74.1 12.1 16.0 1.86 3.37 78 44 a 29 
Firestone Tire & Rubber ....... 975.7 690.5 13.8 11.2 12.27 8.38 5.853 6.423 
Freeport Sulphur .................... 33.2 27.0 2.63 2.82 54 yi aa .62 
Gar Wood Industries ............... 39.1 20.9 (d) 8.7 2.78 (d) 2.18 (d) .19 61 1.14 1.21 
ON Oe ooo oe osc c sens cesnicvecsice 228.5 188.6 6.9 7.6 3.65 4.11 1.29 82 .68 89 
Hercules Powder ............. oe 216.8 165.5 18.7 18.3 4.96 5.31 LZ LiF 1.05 1.52 
International Harvester 1,277.3 942.6 13.9 11.8 4.36 4.72 86 1.61 93 1.00 
Island Creek Coal .................. 46.6 16.2 4.63 4.15 1.04 89 1.17 1a 4 
Konners GO. ...........0:.... 288.8 23:7 10.5 6.32 6.81 1.52 1.41 1.46 1.93 
Lee Rubber & Tire ...... 50.4 39.3 F.9 14.6 8.62 11.61 4,453 4.173 
Liggett & Myers Tobacco 539.9 530.5 9.9 11.0 5.19 7.05 1.43 1.41 1.04 1.31 
Minneapolis Moline.............. 91.0 79.1 14.0 16.1 5.30 8.03 55 1.71 2.62 46 
Monsanto Chemical ... 272.8 227.1 23.2 4.70 5.37 1.25 1.30 93 1.36 
Mullins Mfg. Corp. ............ 57.7 59.6 16.51 WS 330 4.39 1.06 73 .66 1.07 
National Biscuit 329.9 296.4 10.0 13.2 2.30 3.08 Pl 7 4 53 .54 66 
Northwest Airlines ...................... 49.0 513 (d) .4 1.49 (d) .71 (d) 2.10 1.89 1 1 
Phillips Petroleum ...................00000.. 610.0 534.0 15.1 5.45 4.23 1.26 1.24 1.28 1.71 
Servel ‘oie ot 46.0 S23 (d} 52 7.1 (d) .69 1.45 (d) .58 36 (d) .06 (d) .41 
CC ee eee 911.4 14.6 7.20 6.99 1.73 1.72 1.67 2.32 
Socony-Vacuum Oil ..................... 1,367.1 10.0 5.00 4.03 1.16 1.23 1.35 1.26 
stevens (J. P.) & Gos. .c...:..60000.0. 349.4 294.8 12.51 13.4 5.65 6.78 1.41 2.06 70 1.49 
URN hore a) ees Narita nd, a ees 495.5 ; 9.0 6.85 6.02 3.773 ; 3.083 
SRE 6 CO Sa =e SEP ee 3,524.9 2,947.3 16.54 15.1 6.08 7.29 1.62 1.99 83 1.64 
Universal Pictures ...............cccccccccceeees :. 55.5 6.8 1.92 1.14 .042 452 472 942 
West Virginia Pulp & Paper ...... 116.3 95.4 20.41 21.2 10.80 12.93 2.81 3.08 2.49 2.44 
(d)—Deficit. 3—6 months. 
1_Pre-Tex margin. 4—Pre-Tax margin, includes State, Local & Misc. Taxes. 
2—13 weeks. 5—Year ended Sept. 30. 























513 









Outlook for 
COMMODITY 


PRICES 
in 1952 





By FRANK R. WALTERS 


A month or so back, when the annual 
crystal ball derby was in full swing, it was virtually 
impossible to find anyone who felt that commodity 
prices would do other than rise in 1952. We were 
told that the early part of the new year would wit- 
ness a brisk revival of activity in the various non- 
durables goods markets, with commodity prices 
resuming the uptrend that had been checked—so the 
story went—by the oncoming of the holiday season. 

The big, bad wolf of inflation was brought out 
to frighten us once more, with the insistent declara- 
tion that prices just had to rise in view of the pro- 
jected Federal spending for defense. Shortages of 
various types of consumer goods, particularly dur- 
able goods, were in sight for no later than the middle 
of the year as a result of sharp NPA restrictions 
on the uses of materials needed for the defense 
program. The forecasts, by and large, were echoes 
of similar forecasts made a year earlier, differing 
only in that milder rises in the price level were fore- 
cast than at the end of 1950. 

Since the net change in the general price level 
during 1951 was practically nil, as compared with 
end-1950 forecasts of a 10 to 20 percent increase, 
the caution in limiting the expected rise in 1952 to 
5 or 10 percent is understandable. 

Thus far during 1952, commodity price action has 
not supported those who predicted an early exten- 
sion of the mild price upturn that began in the early 
Fall of last year. The volatile sensitive price indices 
and the slow-moving Bureau of Labor Statistics 
wholesale price index have recently broken through 
their 1951 lows, attained in the late Summer, and 
= dad are at the levels prevailing in the latter part of 
1950. 
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Price easiness has not been confined to the United 
States. For the first time in many months, we are 
beginning to hear reports from abroad of large 
supplies and slow demand pressing on the commod- 
ity price structure. This even has gone so far that 
prices of metals—which should be strong if any 
prices are strong in view of the supposedly heavy 
added impact of defense requirements abroad—have 
begun to ease, sufficiently in some cases to permit 
importation here in line with OPS ceiling valuations. 

Normally, development of easiness in metal prices, 
some six to nine months after a general commodity 
price rise of considerable extent had topped out, 
would be almost proof conclusive that a major com- 
modity price decline was under way. This is the 
history of the early stages of every major price de- 
cline in the past. 

First, farm products and foods top out, then 
prices of manufactured and semi-manufactured 
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products, and finally—after a lapse of months—metal 
prices start to move down. It has not been uncom- 
mon, indeed, for metal prices to rise in a sort of 
last minute upsurge while prices of most other 
commodities were falling. Pronounced weakness in 
cattle hide prices, such as we have witnessed in re- 
cent months, almost always has been a forecaster 
of weakness in the general commodity price struc- 
ture. In January, hide prices staged a fresh demon- 
stration of weakness, with prices of some descrip- 
tions faling to the lowest levels since 1941. 


Is Deflationary Process Underway? 


Despite the action of prices themselves and des- 
pite the fact that practically all of the traditional 
warning signals for a prolonged price decline have 
appeared, the majority of business men appear un- 
willing to give any consideration to the possibility 
that deflation rather than inflation may be the real 
problem for a long time to come. Actually, of course, 
so many have developed a “‘vested interest” in creep- 
ing inflation—liking its immediate effects even 
though they recognize the longer range dangers 
inherent in such a governmental policy—that they 
are unwilling to give consideration to the unpleas- 
ant thoughts that mention of deflation provokes. 

Very similarly, most people do not seem to real- 
ize that we have been in a mild recession since early 
last Spring and that there are no signs of it being 
checked. The Federal Reserve Board index of indus- 
trial production now is around 216 to 217 as against 
the peak of 223 last April. With unsold stocks of 
goods beginning to back up on manufacturers owing 
to slower retail offtake than had been anticipated, 
the outlook is for further contraction of industrial 
production during the months ahead. Production of 
defense goods, although large and expanding, is not 
taking up the slack in civilian goods output. 

The importance of the trend in industrial produc- 
tion cannot be underestimated. Commodity prices 
as a group never have been able to make any sus- 
taind advance in the face of declining industrial 
production. That holds true regardless of the trend 
in Government spending and regardless of federal 
deficit financing. 

The letdown in industrial activity may be only 
temporary and a sort of corrective of last year’s 
inventory boom, but there are numerous indications 
that one has to go deeper than this. There is good 
reason to believe that the armament boom, instead 
of being piled on top of a postwar business boom, 
now is serving primarily to slow down a postwar 
recession. 


Commodity Prices Under Pressure 


The building cycle appears to have passed its 
peak, and pent-up demands for goods appear to have 
been largely if not entirely satisfied. In this connec- 
tion, its is most interesting to note that consumer 
demand for durable goods is barely equal to the pro- 
duction, which is sharply curtailed by NPA restric- 
tions on the use of metals needed for armaments. 
It requires little imagination to visualize what the 
Situation in the durable goods industries would be 
like today without NPA restrictions. Production 
certainly would be no larger than it is. 


_ The soft goods industries, which have received 
little benefit from defense spending, are in a bad 
way and are not getting any better. The impact of 
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the postwar buying boom fell on both nondurables 
and durables. The boom lasted so long that the 
impression gained ground that the high postwar 
levels of production represented new “normals” for 
the various industries. Now, however, these indus- 
tries appear to be in process of correction to the 
true normal, and it is a painful process. 

From the standpoint of the outlook for commodity 
prices during the next six months or so, which is 
as far ahead as anyone ever can look, it is not too 
important whether the downturn in industrial pro- 
duction is only a temporary lull or the beginning of 
a longer downturn. In either event, pressure on 
commodity prices will continue until we are able to 
obtain a clearer picture of what lies ahead. 

(Please turn to page 551) 
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Happening in* sy 
Washington 


COLLECTORS of political straws in the wind are 
assaying the recent abrupt curb of White House 
social activities and coming up with added belief 
that it means Mr. Truman is out of the Presidential 
race. He isn’t acting toward the press like a candi- 





WASHINGTON SEES: 


If congressmen took the President's latest budget 
seriously, they’d be screaming instead of uttering 
calm but resolute declarations that it won't do. For 
one thing it proposes to spend almost 15 billion 
dollars more than is intended to be collected in 
taxes. But being old-timers at the business, they 
are aware that balanced budgets went out with 
the horse cars and it now is only a question of 
how close they can come to balancing income and 
outgo, not whether they shall be brought into 
alignment. 

While it represents only about 20 per cent of 
the cost of this country’s military establishment, 
the item of aid to Europe will be the testing 
ground of strength to oppose large-scale spending 
to solve global problems. 

There was early resentment (which seems to 
have evaporated) that other members of the UN 
weren’t shouldering their load of the fight in 
Korea; that feeling exists still in certain important 
quarters but evidently has been talked out or laid 
aside in favor of concentration on what Europe is 
doing—or more properly, not doing—to defend 
itself against communist aggression. Churchill 
probably made the most logical reply for all 
Europe: you can’t arm without steel, pay without 


money. 

Oddly the direct reply came from another man 
in his 70's, former President Herbert C. Hoover 
who said, in effect, that this country can afford 
only to supply a protective shield, not do the whole 
job. It sounds like a keynote for congress. 








STRUGGLE OVER BUDGET 


By E. K. T. 





date for office might be expected to act. Mr. Truman 
has, for the first time, rejected the invitations of the 
White House Correspondents Association and the 
Gridiron Club, to be their guests at big annual 
parties; he already has said “no” to the associations 
of radio correspondents and to the photographers, 
and has begged off father-and-daughter night at the 
National Press Club, where he and Margaret had 
been the attractions several years. 


SOME of the most imaginative fiction in the history 
of this admittedly literate community is expected to 
result from a questionnaire which has gone to the 
heads of all bureau chiefs at the Pentagon. Asked is 
whether each office can operate as efficiently with 
five per cent fewer employees; can it, a second query 
poses, be run with 10 per cent? And the bureau chiefs 
are asked to give detailed written explanation for 
their answers—the point at which the fiction will 
come in as support for what is certain to be universal 
rejection of the thought. Actually, the army already 
has cut the overtime pay of 17,000 employees by 
more than one-half, putting other thousands on 
longer hours. 


SUPPORT is being generated on Capitol H:"! for a 
new appropriation for atomic energy development 
and the cost may run in excess of five billion dollars. 
But the money won’t be laid out this year, if appro- 
priated; it will be cached against payments under 
contracts to be entered into next year. To that extent 
it won’t come under the head of “spending,” the 
congressmen will get by the election year before it 
shows up in individual and corporate federal taxes. 
That plus the fact that the lawmakers are intrigued 
by the promise of new war-winning weapons gives 
the request promise of success. The word “bomb” is 
seldom heard today, “energy” being substituted. 
They mean the same thing. 


NOTHING exciting can be found in the resolution 
(Sen. Ellender, D. (La.) for investigation of the 
grain storage activities of the Commodity Credit 
Corporation and the bill, plus $50,000 appropriation, 
whisked through the senate. But it could prove to be 
one of the hottest of the current session. The draft 
goes far beyond what the title indicates. 
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Convinced that the decision whether to grant 
President Truman's request for an additional 5 billion 
dollars in taxes already is made and that the answer is no, 
the senate has decided to give the new budget the speed-up 
Ad WW) treatment. This, manifestly, is a move to get the issues out 
e of the way before organized and time-consuming delays are 
generated in departments and agencies. The senate appro- 
priations committee won't wait until the house disposes of 


7 the money bills -- the normal procedure == but will conduct 

GC. GC. hearings running simultaneously. 

This sounds almost like an unconstitutional 

Press step. Any novice in the science of political economy will 
: parrot the expression that appropriation bills must origi- 

nate in the house; ergo, the senate will be considering 

something that doesn't exist. But the budgetary bill will 

originate in the house, the senate abstaining from begin- 

ning floor discussion until the other branch sends over 

its draft. Then the senate may accept, reject, or amend. 


And the earlier hearings will make it possible to adopt one of the alternatives at once. 
Hearings which normally begin at that point, will have ended. 




















































































































There's a hopeful sign in the fact that the senate committee has voted to hire 
five additional experts to squeeze the water out of departmental estimates and budget 
bureau recommendations. Cost for the new personnel will be $50,000 and if each of the 
quintet doesn't save many times the aggregate the senators will be surprised. The budget 
is no Simple listing of income and outgo and it has never been whispered that an agency 
has asked only for what it needs, or expects to get. It's the job of the experts to detect 
the points at which the padding has been inserted, for congressmen just don't have the 
time (or, possibly, the qualifications) to separate the needed from the wanted. 


























It would be pleasant to reflect on the program of budget handling as pure inter- 
est on the part of the congressmen to dispose of the subject with speed and efficency. 
That would be naive. Ahead and never out of focus are the national political conventions, 
in July. The lawmakers are determined to get away before July 1, can't if they let appro- 
priations bills drag along. Senator Taft has substantial support in the senate, but the 
decisions are beyond his determination: all committees are headed by democrats, controlled 
by members of that party, and they decide the when's and how's. Incidentally, the chair- 
men of all budget and tax committees -- four of them -- are from southern states where 
Mr. Truman's popularity is at low ebb. Ihe comittee heads are not averse to giving hima 
hard time. 



































Congress will continue to talk of a universal military training bill, but 
won't adopt one. Real reason for this is the cost that would be entailed. It's stagger- 
ing! And objection is being entered by families of available boys; most of them have had 
the experience of World War 2 absence from the household, don't enthuse over a repeat at 
atime when there is no offical war, no obvious threat to the security of the United States. 
There is talk of a "voluntary UMT." That comes with something of a tragic laugh when it 
is considered that compulsory military service (the draft) already is effective and 
appeals boards are busy. 


























On the subject of veterans, it may be worth recording that they soon are to 
receive a partial payment of dividends accruing from their government insurance policies 
=- exactly in time to return it to the government via March income tax payments. Few of 
them will find their withholding accounts large enough to overcome the effects of the tax 
increase voted in the last session. And it would seem to follow that they'll regard the 
new payments merely a bookkeeping operation (which it will be for many of them), begin 
asking for more. If they ask emphatically enough, and soon enough, they will get it. 
Again: election year! 
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The GI dividend payment has involved a tremendous load of clerical work, as well 
as distribution c of substantial sums of money. And the end is nowhere. in sight. This year, 
200 million dollars will be divided among approximately 5 ; million eligible policy holders; 
they'll get about one-third of the amount received for 1951 dividend, which is still in 
the process of being paid off. This year's dividend is based on a one-year accummulation, 
First, and largest, was paid in 1948 and amounted to 2.8 billion dollars, for an eight- 
year span. Vets who don't ask for the 1952 payment will have it applied on their insurance 


ee eee eee 


premium payments. 




















President Truman has added support to the reports that he will not run for an- 
other term of office by appointing new State Department officials who are in no sense 
politicians but are experienced in the fields to which they have been assigned. The depart- 
ment has been notoriously a payoff junction for people with established vote followings, 
campaign know-how, or who have ready checkbooks and socially ambitious wives, or who have 
daughters to be married off. 
































David K. Bruce, Ambassador to France, who has become Undersecretary, is a 
seasoned diplomat -- a term which used to connote fixed and unchangeable notions, but has 
an entirely opposite meaning in the case of Bruce. He has been on the grounds observing 
the European situation, helping make history in one of its principal workshops. Henry 
Byroade, takes over the Near Eastern, South Asian, and African affairs fresh from duties 
of steering American relations with Germany and Austria; John M. Allison, assistant sec- 
retary for Far Eastern Affairs, moves up a peg -- he's a career official. They comprise a 
team of a type not put on the field by a President with immediate political plans. 


























And speaking of political plans, there is belief that the announcement of 
Senator Estes Kefauver that he will seek the democratic nomination for President 
(hardly a surprise to Mr. Truman who talked with him a few weeks ago) may not have the White 
House blessing that the Tennessean seems anxious to have appear. Emerging from the 
Oval Room in the Executive Mansion after a chat with the President, Kefauver beamed. 
He couldn't, of course, he made it clear, tell the press exactly what Mr. Truman said, 
but there was nothing to deter him from entering the race. 





























It was after the Kefauver confab that Senator Hubert Humphrey announced as a 
"favorite son" candidate in Minnesota, and said he was doing so at White House 
suggestion. The function of a "favorite son" is to hold a delegation in line for 
delivery to whomsoever its sponsor dictates. And when Kefauver indicated Illinois would 











be his first trial run, the White House sought to put Senator Brien McMahon ("Mr. 
Atom") into the fray to contest with Kefauver, backed by former Senator Scott W. Lucas. 
Came next, Paul Fitzpatrick, New York State democratic boss. Noteworthy, too, was the 
fact that the Tennessee senator's formal announcement of candidacy carried a series of 
Slaps at the Truman Administration, hardly calculated to bring the President to the 


colors of Kefauver. 


























Federal agency regulations appear in such volume that anyone might be excused 
from learning his rights or his liabilities (might also go to jail for the oversight), 
and it could be that bankers don't know that the Office of Price Stabilization thinks of 
them, Sometimes, in other than the penal sense. In any event there has been 
promulgated (a word the bureaucrats prefer to simple "issued") an amendment to Ceiling 
Price Regulation 4 which allows bankers to adjust the price of their services. So that 
any banker, flanked by his legal and accounting staff, may readily understand it, 
the regulation allows the upward adjustment "where ceiling prices established by the 
regulation impair the applicant's normal representative pre-Korean earnings to such 
an extent that the effective operation of his service business is threatened." 



























































Apart from other recruiting difficulties, replacing price boss DiSalle will be 
a tough job for President Truman. Many declined the job before DiSalle took it over a 
year ago, objecting that it is unpopular and maybe unimportant. Even Edward Phelps, 
second in command, refuses the top spot though he may be pressured to stay as acting director. 
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By V. L. HOROTH 


Wren last month the German Bundestag (Par- 
liament) in Bonn ratified the Schuman Plan by a 
large majority, M. Jean Bonnet*, who perhaps had 
done more than anybody else to initiate it and work 
out the details, is supposed to have cabled German 
Chancellor Adenauer: “Europe is born. Long live 
Europe.” But he may have been somewhat pre- 
mature. 

True, the two largest members, Germany and 
France, who together control over 80 per cent of 
the coal and over 70 per cent of the steel production 
of what is to be known officially as “the European 
Coal and Steel Community”, signed the agreement 
within a month of each other. The setting up of this 
European customs union covering coal and steel may 
now be a matter of a few months. However, the 
implementation of the Plan is another story. 

Even before Germany and France, the Nether- 
lands gave its approval last October. In Belgium, 
the Plan has been passed by the Senate but must 
still be approved by the Chamber of Deputies. The 
Luxembourg Parliament will not move until the 
Belgian Parliament has declared itself. There re- 
mains Italy, where considerable opposition is re- 
ported to have sprung up in recent months to the 





*M. Jean Monnet is a brilliant French economist and banker. 
He began his career as an investment banker in New York 
City before the Second World War. For the past six years 
he has been directing France’s rehabilitation and moderniza- 
tion operations known as the “Monnet Plan”. 
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The Political and.... 


Economic Aspects of... . 






* Plan on the part of the Italian Con- 
federation of Industry. 

When M. Robert Schuman, French 
Minister for Foreign Affairs, an- 
nounced the Plan on May 9, 1950, it 

seemed that Western Europe would 
have surpluses of both coal and steel. 
Some of the marginal producers, prin- 
cipally the Belgians, were worried, 
and the restrictive feature of the Plan 
appeared attractive. That was a few 
weeks before the Korean War, how- 
ever. The launching of rearmament 
programs has changed everything. 
The idea of throwing open one an- 
other’s market to one another’s pro- 
duction seems less urgent now when 
nobody has any surplus steel or coal 
to sell. 

The Plan, as everybody knows now, implied the 
abandonment of all tariff barriers and subsidies to 
the free movement of coal and steel within the area 
of the new community of nations in order to lower 
the costs of the two basic industrial commodities 
for everybody concerned. Inefficient steel mills and 
coal mines were to be closed and both industries 
streamlined. The idea was to save the Western 
European coal and steel producers from disastrous 
competition with each other, and to enable them to 
compete in international markets with non-Conti- 
nental countries, particularly the United States. 


Strong Popular Support for Plan 


The Plan immediately struck public fancy every- 
where—at least in its political implications. For the 
war-weary man in the street, here was something 
to fire the imagination—the first long stride towards 
unity of the Continent, which since the loss of colonial 
empires seemed to have become not much more than 
a peninsula of Eurasia; the first attempt at economic 
cooperation, which promised to make any war within 
Europe—and between France and Germany in par- 
ticular—not only unthinkable for at least 50 years, 
but also materially impossible. 

In supporting the Schuman Plan, various Conti- 
nental nations have supported it for different rea- 
sons, each trying to turn it to its own advantage. 
In France, which gave birth to the idea, the Plan 
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represented a radical departure from the usual 
French thinking on Germany. The Plan offers 
France, as the London Statist pointed out, “a chance 
not only to solve her coal problem but also to share 
in the control of the development of Germany’s prin- 
cipal industrial asset for making war, steel.” 


Advantages to France 


(1) The French admitted to themselves that they 
must remain dependent upon foreign coal. Since 
Britain is unlikely to be able to supply it in the 
future, the source must be either the United States 
or Germany. Because of the lack of dollars, not to 
mention high freight charges, it is more economic 
to import the Ruhr coal and coke. Without some 
accord with the Germans—which the Schuman Plan 
provides—the French saw themselves relying on a 
revival of the prewar agerement system which, in 
preserving the advantages enjoyed by the Ruhr, 
would have resulted in German steel production in- 
creasing faster than that of France. 


(2) Having been forced to face the fact that 
Western Germany would sooner or later recover her 
complete independence, and the right to make arms 
and to arm the Germans with them, his logic told 
the Frenchman that the only hope of avoiding what 
happened in the 1930’s was to have an inside track 
to German industry. 

In return for the participation in the resurrec- 
tion of the German steel industry, France offered 
the Germans an opportunity to take part of the de- 
velopment of French African colonies. This has been 
an easy sacrifice, since Africa’s need for steel for 
railways and for capital goods has been expanding 
faster than France, busy with the rehabilitation of 
her own economy, could provide anyhow. Further- 
more, the time was opportune for negotiations. The 
recently modernized French steel mills and coal 
mines will be unbeatable for some time to come, for 
the Germans have not yet fully recovered from the 
— of dismantling and from six years of stag- 
nation. 


Mixed Reaction in Germany and Belgium 


The German liberals and conservatives appar- 
ently persuaded themselves and approved the Plan 
(1) because equal partnership in a Western Euro- 
pean community was preferable to the “Diktat” by 
occupying powers, and (2) because of opportunities 
offered in the development of European and colonial 
markets. 


But the opposition has been fierce not only on the 
part of the Social Democrats under the leadership of 
Dr. Schumacher, but of the steel masters themselves. 
The Adenauer Government was accused of having 
signed a treaty which, although it leaves the ultimate 
fate of the Saar to some future peace treaty, does 
acknowledge France’s right to sign on behalf of 
the Saar at present. The steel masters argue that 
the German industry, being a relatively low-cost 
producer, will actually pay a subsidy (about 10 per 
cent of the cost price) to such marginal steel pro- 
ducers as the Belgians. 

The Social Democrats argue that the Plan will 
increase the strain on the German economic system, 
because the rate of increase of German industrial 
production will be hampered by the shortage of Ruhr 
coke and coal. Basically this is the French argument 
in reverse, and undoubtedly there is a great deal to 


$20 


it; the dependence of other Western European coun- 
tries on German coke and steel scrap has increased 
because the industrial capacity of most of these 
countries has expanded since the Second World War, 
while that of Germany has been kept down. 

The Belgian industrialists, who are proud of their 
“rugged individualism,” have regarded the Schuman 
Plan as “back-door nationalization” because of its 
socialistic feature of “semi-private and semi-public” 
planning and management. Being marginal produc- 
ers of both coal and steel, the Belgians have also 
been afraid that the closing of some of the pits and 
plants would raise immense social problems. They 
are further afraid, and, as will be seen, not without 
reason, of “the dead hand of bureaucracy” involved 
in the Plan. 

On the other hand, together with other Europeans, 
they welcome it largely for its political and economic 
idea of a united Europe. If the Plan is successful, 


the customs idea is eventually to be extended to other | 


commodities. More countries are also invited, such 
as Sweden, an important producer of steel and amaz- 
ingly rich iron ore. 

The Dutch favor the Schuman Plan for much the 
same reason as the Belgians. Principally it removes 
for them, as a small nation, the danger of intra- 
European war. Further recovery of Germany would 
also benefit such ports as Rotterdam and Amsterdam. 


British Approve But Wait For Results 


In Italy, the Plan has been opposed by the com- 
munists and more recently by the Italian Confedera- 
tion of Industry which is fearful of the government 
planning features and which believes also that the 
Plan would work against Italy. On the other hand, 
as in the case of Germany, the Plan would give Italy 
the opportunity to participate in the economic devel- 
opment of the African Continent. Also, the Italians 
hope that the Plan will in due time lead to a free 
circulation of Italian workers within Western 
Europe. 

The British were, if anything, slightly embarassed 
by the Plan. They have given it their blessing, but 
they have preferred to wait and see. While the Bel- 
gians and the Italians protested that the Plan went 
too far in the way of socialist management and con- 
trol, the old Labor Government thought that it did 
not go far enough. Moreover, dealings between the 
nationalised British coal and steel industries and the 
privately owned Continental industries (except in 
the case of the French coal mines) promised to be 
rather difficult. 

In the United States the Plan was hailed as the 
first step toward Western European economic and 
political integration, both of which were urgently 
advocated by the first Administrator of the ECA, 
Mr. Paul Hoffman. But we would have welcomed 
anything that tended to strengthen Western Europe 
and ease our burden in rearming. However, those 
of our industrialists who have had a closer look at 
the set-up of the Plan have not been at all enthusi- 
astic. One of them, Mr. Clarence B. Randall, Presi- 
dent of Inland Steel and the steel consultant of the 
ECA in the early days, writes in one of his two 
excellent articles published in the Atlantic Monthly: 

“IT therefore share the fears of those who believe 
that the Schuman Plan will weaken Europe by lay- 
ing the dead hand of socialism and bureaucracy 
across its basic industry. I wish fervently that some- 
how some other way might be found for advancing 
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the political unity of Europe.” 

The fear has also been expressed that the Schuman 
Plan may in due time degenerate into a cartel, which 
it is intended to prevent. It is an avowed object of 
the Plan to establish conditions of normal competi- 
tion, but at the same time the allocating of production 
quotas and the distributing of markets among the 
member countries is to be used “to facilitate the 
necessary adjustments’—a rather vague phrase. 


Operation of Plan and Organization 


The working of the Schuman Plan into the “Treaty 
of European Coal and Steel Community” was a long 
and thankless job which was brought to a successful 
end only through the persistence and diplomacy of 
M. Jean Monnet. At times, hope of compromise was 
given up, particularly when the Korean War removed 
the danger of any potential surpluses in coal or steel 
for a long time to come. 

What finally emerged was an 86-page document 
the complexity of which, in the words of Mr. Clar- 
ence B. Randall, “would weary even a Philadelphia 
lawyer.” In fact, few Americans have tried to under- 
stand it. The Treaty calls for (1) a High Authority 
of Coal and Steel Community, a sort of managing 
board of which Mr. Monnet is expected to be the 
first President, composed of 9 members for France 
and Germany and 6 members for other countries; 
(2) a Consultative Committee, representing workers, 
producers, and consumers, on which the “High Au- 
thority” Council is to lean; (3) a Common Assembly, 
a group chosen from the parliaments of six coun- 
tries, to pass on the decisions of the High Authority 
at least once a year; (4) a Special Council of minis- 
ters to act as a link between the coal-steel system 
and national economies, and finally (5) a Court of 
Justice, to decide questions on which the High Au- 
thority Council cannot agree. 

As can be suspected, the Treaty is in fact 85 pages 
of compromises of all sorts. When the Treaty is 
duly signed by all mem- 


coal will be kept out of the unified market for the 
duration of the transition period. To subsidize the 
Belgian mines that are to survive, and to modernize 
other Belgian mines, the signatory nations will levy 
a tax of 114. per cent on the low-cost member states 
(Germany and the Netherlands). However, the 
Belgian output cannot be reduced by more than 3 
per cent per annum. A small reduction is also antici- 
pated in the French output. 

It is hoped that as result, the Western European 
manufacturer and processor will get his raw mate- 
rials cheaper to compete more successfully in world 
markets. The French expect that the price of coal 
should drop about 10 per cent. This calculation, says 
the Paris edition of the New York Herald Tribune, 
is based on assumptions like these: 

“Ruhr coal will be waterborne to French Atlantic 
ports by the Rhine and English Channel at prices 
cheaper than fuel mined in the south of France can 
be railroaded to the same destinations. By the same 
terms, coal from French Lorraine, much closer to 
southern Germany than the Ruhr, can move over- 
land and duty-free to supply the needs of Stuttgart 
and Munich.” 


Accent on Modernization of Plants 


For most of the Western Europeans, the Schuman 
Plan at this stage means “a leap into the unknown” 
in the words of the Belgian Minister of Foreign 
Affairs. The pessimists see a long way between the 
setting of the Plan on paper and the signing of the 
Treaty of the Community of Coal and Steel, and its 
implementation. Some say that the Plan will lose 
most of its appeal when practically applied; others 
are frankly skeptical and say the Plan will never 
be implemented. 

The truth is that the accent of the Plan is no longer 
the restriction of steel and coal production, but rather 
the expansion and modernization. For this a great 
deal of money will be (Please turn to page 544) 
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Opportunities in 


Stock Splits 


By 
RICHARD 
COLSTON 


VW] os market interest has been 
aroused among investors by the re- 
cent announcements of American Can 
Co. and U. 8S. Rubber Co. that they 
were proposing a stock split to their 
stockholders. The public immediately 
concluded that this was a forerunner 
to similar action by other companies 
and is now assiduously scanning the 
stock market list for likely candidates. 
it is not surprising, therefore, that current strength 
in individual stocks is more or less concentrated on 
those issues which seem headed for a split-up. 

The past year witnessed 49 capitalization changes 
among stocks listed on the New York Stock Ex- 
change, either through direct split-ups or stock 
dividends of 100% or more. This was the highest 
since 1946 when there were 74. Judged by the 
prominence of the corporations which have already 
signified their intention to split their stocks and 
the fact that a number of other important stocks 
are now selling at a price range which would war- 
rant consideration of a change in common stock 
capitalization, it is not rash to presume that before 
the current year is ended, a large number of com- 
panies will be added to those which have already 





















Candidates for Stock Splits 





Price Range 
1951-52 Div. Recent 
High — Low 1951 Price 





Aluminium Ltd. ... ... 1203%4-84 $3.55 119 
American Cyanamid .......... 131%-71% 4.00 
Atlantic Refining ; 807%-601% 4.001 
Chicago Pneumatic Tool... 53%-38% 3.50 
Cities Service .................... 120%-82% 5.00 
Corning Glass .... .. 85 -38 2.00 
Dow Chemical .... sess 119VQ-77% 2.401 
Kennecott Copper 887-6712 6.00 
Monsanto Chemical ...... 1092-73 2.50 
Newmont Mining .............. 143 -99 5.001 
Rohm & Haas Co. . 160%-937% 1.601 
Standard Oil of Indiana .. 7842-59 2.251 
Texas Gulf Sulphur 119 -90% 5.50 
West Va. Pulp & Paper...... 98%2-75 4.00 
Zenith Radio 72%-47'2 3.00 





1—Plus stock. 





















split their shares in recent years. 

It is not to be assumed that corporations which 
have split their shares or which intend to take such 
action are limited to those on the New York Stock 
Exchange. In the past year, over 150 companies have 
increased their common stock capitalization in vary- 
ing amounts, a considerable number of them on the 
New York Curb or over-the-counter. There have even 
been some bank stock splits, the most prominent of 
these being the 200% stock dividend of the First 
National Bank of New York. 


Some companies which would normally be expected 
to split their high-priced shares will probably not 
do so for a variety of reasons. The most interesting 
of these is American Telephone & Telegraph Co. 
which is able to increase the number of its stock- 
holders year by year without resorting to the split- 
up route. U. S. Gypsum is another company which 
had been expected to split its shares long ago but 
there apparently is opposition to such a move at 
present by influential members of the directorate. 
This illustrates the fact that while many corpora- 
tions give consideration to the desirability of split- 
ting their shares when market conditions are favor- 
able, it does not necessarily follow that such action 
appeals to all managements even when their shares 
have reached a market price sufficiently high to 
otherwise warrant such a move. 


The Value of Stock-splits 


The public’s interest in stock-splits is influenced 
by three considerations: first, such action is gen- 
erally followed by increased cash dividends as com- 
pared with the old rate on the pre-split stock; 
second, marketability is enhanced, offering investors 
greater lee-way in purchases and sales, and permit- 
ting smaller investors to make their purchases at 
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a price range in conformity 
with their financial position; 
and third, in a faverable mar- 





Statistical Data on Shares Proposed for Split 








| 





ket, the new stock has a tend- 
ency to move up gradually to 
higher levels, thus increasing 


Net Per Share 





the value of the total shares 
held. 

Among the companies in 
1951 to split their shares and 
increase the cash dividends 
were: California Packing, 
split two-for-one, raising the 
old quarterly dividend of 6214 
cents a share to 3714 cents on 








U. S. Rubber . 


Full Basis of Price Range 
9 Months Year Proposed Recent Div. 1951-52 

1951 1950 Split Price 1951 High Low 

American Can pees $ 9.00° $12.68 4-1 124% $ 5.00 128 - 935% 

Ashland Oil & Refining .... 5.117 4.74 2-11 412 2.006 42\2- 27% 

Bell Aircraft —................ 3.36 3.37 2-1 35 2.25 35 - 22% 
Case, Ce LE} Ces: .s.5..0.55.0: ausee WROO? 15.42 2—1 71 2.25 78%- 52 
Consolidated Mining & Smelt. . 15.50° 12.59 5—1 197% 10.50 198 -118 
Foster Wheeler Corp. .......... 3.164 8.89 2-11 51 2.00 54%4- 36 
General Tire & Rubber ... 5.485 13.88 2-1 65 3.50 66%- 34 

Marathon Corp. ee 6.593 4.84 2-11 59 2.10 61%4- 37% 

United Engineering & Fdy. ... 2.334 6.39 3—1- 562 3.50 61%- 46% 
. 10.52 11.04 3—1 83% 6.00 86 - 5) 





1_100% stock dividend. 
2—200% stock dividend. 


the new stock or 75 cents, in 
all; Dixie Cup, split two-for- 
one, raised from 75 cents to 
40 cents, 80 cents in all; First 


3—Year ended Oct. 31, 1951. 
4_6 months ended June 30, 1951. 


5—Estimated 1951. 

6—Plus stock. 

7—Year ended Sept. 30, 1951. 
S8—6 mos. ended May 31, 1951. 

















National Stores, two-for-one, 
increased from 75 cents to 50 cents, or $1 in.all; 
Goodrich, three-for-one, increased from $1 to 50 
cents, a total of $1.50; Pfizer (Chas.), three-for-one, 
from 50 cents to 25 cents, or 75 cents in all, and 
Standard Oil of California, two-for-one, from $1 to 
65 cents, or $1.30 in all. These are merely a few 
examples of increases in cash dividends following 
last year’s split-ups. 

To those investors who are mainly interested in 
the possibilities of capital appreciation through stock 
splits, it is pertinent to observe that the bulk of the 
move in the affected stock generally comes in the 
period preceding the split. This is either just before 
or directly after the announcement of a split. Amer- 
ican Can, for example, ran up some 15 points directly 
after the split was announced, and U. S. Rubber 
10 points. 


While the greater part of an advance generally 
occurs just before or just after the announcement 
of a split, this by no means precludes the possibility 
of a further rise, if market conditions are favorable, 
as stocks under the influence of a split, generally 
attain considerable momentum. The accompany 
table, labeled “Price Trend of Shares Split Recently,” 
shows that about half of the stocks listed continued 
to rise after their split, though at reduced propor- 
tions, a natural effect of the 


Gulf Oil, Texas Co. and Plymouth. Chemical com- 
panies were also weH represented, with Merck & Co., 
which had already split its stock in 1949, Pfizer 
(Chas.) and Squibb among them. Other leading com- 
panies to take action but which were in miscel- 
laneous fields included: American Smelting, Douglas 
Aircraft, Firestone Tire, Goodrich (B. F.), Lone 
Star Cement, May Department Stores, National 
Lead, Quaker Oats, Singer Manufacturing, and Vic- 
tor Chemical. 

It is probable that over 100 companies, listed on 
the New York Stock Exchange and the New York 
Curb, will make important capital changes in the 
next year. Many of these companies will use this 
device in order to increase the number of their stock- 
holders with the ultimate purpose of gaining a 
broader base in any future financing of capital 
improvements. However, some of these companies 
may delay anticipated split-ups until some time in 
the future. 

In order to be of practical and immediate assis- 
tance to readers, we have selected out of this number 
15 companies which seem within reasonable strik- 
ing distance of splitting their shares. In addition 
to the necessary factors of earnings and financial 
position, we have used (Please turn to page 547) 











comparatively poor markets 
(except recently) in the past 
few months. Even those stocks 





which retreated did so very 
moderately, representing good 
market action in view of gen- 
erally unattractive market 
conditions then prevailing. 











Split-up stocks, therefor, give 
a comparatively good account 
of themselves, except in gen- 
uinely weak markets, which is 
not surprising since they rep- 
resent, by definition, com- 
panies that are highly suc- 
cessful. Otherwise, of course, 
they would not have been able 
logically to split their shares. 

In last year’s split-ups the 
petroleum shares gained the 
greatest prominence, among 


Dixie Cup Co. .... 
Fairbanks, Morse & Co. 
Firestone Tire & Rubber 
Freeport Sulphur ............ 
Goodyear Tire & Rubber 
Humble Oil & Refining 


Merck & Co. ...... 
National Lead 


nieeaiiadammaaiaal omniimeniatiuiiediaaed + A i ceeeteneteaind EEN 
Price Trend of Shares Split Recently 

Recent 
Change 

Price Range from Pre- 

Effective Pre-Split 1953-52 Split Price 

Date Basis Price High Low Recent to Recent 
of Split of Split Adjusted (Adjusted) Price Price 

American Smelt. & Refining 12/3/51 2-1 50% 515-3112 49 — 2.2% 
Anderson, Clayton & Co. * 9/17/51 2-3) 48 64 -47 512 + 7.3 
Brown-Forman Distillers ................ 12/22/51 2-1 1412 16 -13% 14¥8 — 2.6 
Diamond Alkali Co. ..........00.0.... 9/26/51 2—1 37 4212-36% 42% +14.2 


Jefferson Lake Sulphur Co. 


New York, Chic. & St. Louis RR... 
Nopco Chemical ................ 


12/24/51 2-1 26% 2712-25 251 2.8 
10/26/51 2-1 61 70%-5412 63 + 3.3 
9/24/51 3-1 42 49%-35% 45% + 7.4 

9/11/51 2—1!1 47% 50 -40% 45 — 5.2 

1/5/52 2—1 78% 8642-71 85% + 8.6 

1/18/52 2-1 21% 23%4-21% 2312 + 99 

9/11/51 3-1 38% 39%-28)2 35% — 8.1 
10/18/51 3—1 31% 331%-27'2 32 + 1.6 
9/26/51 5-1 45% 46-34% 3855 —14.7 

ware 1/14/52 2—1 23% 24-23% 23% — 10 


11/24/51 2-1 33% 3734-3312 35% + 5.6 





them being such leaders as 
Standard Oil of California, 
Standard Oil of New Jersey, 
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1_—100% stock dividend. 





























Investment Study of 


RAYONIER 


By STANLEY DEVLIN 


pM common with most manufacturers 
of pulp and paper, Rayonier, Inc., has en- 
joved a steadily rising demand for its prod- 
ucts in recent years and has experienced 
exceptional prosperity. Earnings in the last 
five years have averaged approximately 
$8.25 a share annually, compared with little 
more than $2 a share immediately prior to 
the outbreak of the last war, while during 
the war, earnings were held down to less 
than $1 a share annually. 

With basic conditions remaining favorable 
and with resolution of recent internal dissen- 
sion over the conduct of the company’s 
affairs, Rayonier appears well situated to continue 
the remarkable progress achieved in recent years. 
Economic factors seem promising. Primary reasons 
for an optimistic viewpoint are based on the belief 
that consumption of synthetic fibers is likely to 
expand in line with a rapid growth in population as 
well as in national income, and on the decline in 
foreign competition. In short, demand for raw ma- 
terials used in rayon manufacture may be expected 
to run well ahead of prospective supplies for the 
near term. 

Rayonier is regarded as the country’s largest pro- 
ducer of dissolving pulps for the textile trade. The 
company long has specialized in making highly puri- 
fied wood cellulose by the sulphite process, and it is 
estimated that more than half of domestic require- 
ments is produced in the company’s mills. In addi- 
tion, moderate amounts of sulphite paper pulp and 
fine paper are produced. Because demand for “end” 
products is steadily growing, Rayonier is a logical 
candidate for persistent growth, especially in sup- 
plying larger amounts of pulp for making fine paper. 
Raw materials for cellulostic plastics and photo- 
graphic film as well as for paper are supplied. 

As previously mentioned, a favorable factor in 
the company’s outlook is a strong demand factor in 
the face of limited supplies. New producing facilities 
are difficult to construct and foreign competition is 
restricted by high freight rates. Accordingly, indi- 
cations point to continuation of wide profit margins. 
With the benefit of price increases and larger vol- 
ume, the operating margin rose in 1950 to 30.4 per 











Pulp drying machine at Rayonier’s Gray’s Harbor Division, Hoquiam, Washi 


cent from 20.1 per cent in 1949 and were well main- 
tained last year. The fact that paper and pulp 
command substantial premiums in the spot market 
as compared with contract quotations suggests that 
the price structure is on a firm foundation. 

Latest available statistics are presented in the 
accompanying tabulation along with a chart to illus- 
trate price behavior of Rayonier shares. 

Inasmuch as a large proportion of the company’s 
production is channeled into the textile industry, it 
may seem surprising that Rayonier has been able 
to register an expansion in volume in the face of 
curtailment of many branches of textiles. This en- 
couraging evidence of consistent growth may be 
attributed to the fact that Rayonier’s dissolving 
pulp has been going into production of viscose rayon 
used in the manufacture of materials for the rubber 
tire industry as well as for carpet manufacturers. 


Expanding Market in Carpet Industry 


Whereas fabrics consumed in the garment indus- 
try and in household furnishings have been encoun- 
tering sales resistance, demand for tire cord yarn 
has been well maintained. In fact, the rubber indus- 
try apparently would prefer to use steadily increas- 
ing amounts of synthetic textile materials if a steady 
source of supply could be relied upon. 

Moreover, an important new market for viscose 
yarn has developed in the last year or two in the 
carpet industry as a result of the spectacular rise 
in wool prices. Leading rug makers were compelled 
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to turn to rayon as a sub- 
stitute for wool when 
supplies of the latter be- 
came scarce. Carpets 
made entirely or partly 
of rayon have been well 
received by homemakers | 
with the result that 
rayon appears to have 
gained a strong foothold 
in this trade. 

This aspect of the 
business holds promise 
for the future, for both 
the rubber tire business 
and carpet manufactur- 
ing are less vulnerable to 
cyclical fluctuations than 
apparel and_ household 
textiles. The carpet in- 
dustry has been experi- 
encing a lull resulting 
from a residential con- 
struction boom and a 
consequent spurt in car- 
pet sales, but excessive 
inventories accumulated 
in the last year have been largely liquidated and the 
outlook for a rebound in production is encouraging. 
This fact should help counteract a decline in demand 
for dissolving pulp in other textile lines. 

Apart from its activities in the dissolving pulp 
field, Rayonier is sort of a “paper manufacturer’s 
pulp company.” Among its largest stockholders are 
corporations engaged in other branches of the paper 
industry. Perhaps this fact explains much of the 
recent internal trouble, which was solved when the 
former president, Edward Bartsch, and the execu- 
tive vice-president, William Lucey, resigned. Criti- 
cism of their administration apparently emanated 
chiefly from several large stockholders. In any event, 
upon the resignation of Messrs. Bartsch and Lucey, 
William G. Reed of Seattle was named executive 
vice-president to serve as the principal executive 
officer until a president was chosen. Mr. Reed at the 
time was president of the Simpson Logging Com- 
pany, one of the major holders of Rayonier stock. 
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7 By CLYDE B. MORGAN, President, Rayonier Incorporated 


The consumption of wood cellulose in the manufacture |} 
of rayon, tire cord, cellophane, photographic film, and 
related synthetic products continues to expand. 

Within this development, substantial growth has been 
taking place in tire cord, cellophane, and other uses 
entirely apart from textiles. As Rayonier’s diversification 
in producing various types of cellulose continues, the 
company is less affected by fluctuations of demand in 
textile markets. The year 1951 is a case in point. 

Doing its share to satisfy the strong growth in demand 
for purified wood cellulose, Rayonier has built up its 
capacity considerably since the war, and production in 
1951 amounted to 430,000 tons. 

The company is now spending $6,800,000 on a major 
construction program. Extending beyond this, however, 
is a further enlargement of capacity amounting to 87,000 
tons per year represented by a new mill at Doctortown, 
Georgia, recently announced for early construction. This 
project, including necessary timberland acquisitions, will 
involve an investment in excess of $25,000,000. 











Incidentally, the log- 
ging company is reputed 
to have been one of the 
principal members of a 
group which purchased 
more than 50,000 shares 
of Rayonier from Messrs. 
Bartsch and Lucey upon 
their withdrawal from 
the company’s affairs. As 
an outcome of the man- 
agement split, Charles R. 
Blyth was chosen chair- 
man of the board, while 
James D. Zellerbach, 
president of Crown Zel- 
lerbach Paper Company, 
was elected a director. In 
addition, Donald Leslie 
was also named to the 
board. Subsequently, 
Clyde B. Morgan, form- 
erly president of the 
Eastern Corporation, 
“ame in as president of 
Rayonier. 

The largest single 
holder of Rayonier shares has been the Hammer- 
mill Paper Company, which a year ago held 133,869 
shares, or about 1314 per cent of Rayonier’s out- 
standing stock. Subsequently 60,000 shares of this 
block were disposed of to Gottesman & Co., in ex- 
change for shares of Hammermill. D. Samuel Gottes- 
man, principal figure in Gottesman & Co., is a direc- 
tor of Rayonier as well as of Eastern corporation, 
and it is generally believed in the trade that he is a 
major factor in the management of both companies. 








Steady Gain in Sales Volume 


The early success of Rayonier, shortly after its 
organization as a consolidation of Rainer Pulp & 
Paper Co., Grays Harbor Pulp and Paper Co., and 
other affiliated properties, was attributed in no small 
measure to the rapid growth of synthetic textiles 
abroad using cellulose for the manufacture of vis- 
cose rayon. Demand for rayon was expanding rap- 
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Operating and Earnings Record 





























Percent 
Gross Operating Income Net Net Net Div. Earned on 
Revenues Profit Operating Taxes Income Profit Per Per Invested 
(Millions)——— Margin ——Millions}—— Margin Share Share Capital Price Range 

1951 (9 months) .. $62.4 $24.24 37.2%° $16.0 $ 8.1 13.0% $ 7.25 $ 3.006 68%-45%e7 
1950! 66.3 20.1 30.4 7.6 12.3 18.6 11.16 2.50 23.6% 49%-24% 
19491 48.7 9.8 20.2 3.3 5.2 12.2 4.75 2.00 13.6 30-21% 
1948! 63.4 17.5 a7 7.0 10.2 16.2 9.09 1.25 24.6 36 -22'2 
19471 49.9 14.0 28.1 5.3 8.5 17.0 7.30 50 23.1 32 -17% 
19462 24.3 4.1 17.2 1.5 2.5 10.3 1.68 gions 
19463 .. 27.0 25 95 a 1.5 5.5 26 6.0 33-17% 
W9ASS ........ 25.9 3.7 14.6 1.7 1.8 7.1 61 7.4 25 -16 
Le! 22.8 2.6 PES 8 1.6 7.4 45 -625 6.9 18 -12% 
T9439 ....... 28.4 49 17.3 Le We 6.8 65 1.00 79 15-11% 
19423 . 30.6 9.3 30.7 5.5 3.7 12.3 2.40 1.00 15.0 12 - 7% 
19413 25.1 72 31.7 3.5 4.0 Se 2.86 75 17.0 18%- 8% 
10 Year Average 1941-50..... insezces SAS $ 9.6 23.8% $ 3.8 $53 12.9% $ 4.12 $ .96 14.7% 4MA- 77% 

1_Years ended Dec. 31. °—Pre-Tax margin. 

*—8 months ended Dec. 31, fiscal year changed to Dec. 31. 6_Full year. 

’%—Years ended April 30. 7—1951-52 to Jan. 23, 1952. 

4—Pre-Tax income. 
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oe een raceme 
Comparative Balance Sheet Items 





April 30 December 31 





1941 1950 Change 

ASSETS (000 omitted) 

Cash and Marketable Securities.. $ 3,870 $11,178 +$ 7,308 
Receivables, Net ...................0.. 1,946 7,698 + 5,752 
eS IR ae ee ee he ee 4,191 7,502 + 3,311 
TOTAL CURRENT ASSETS............ 10,007 26,378 + 16,371 
Dae PIRI 55.555 h os rescwas 23,325 42,319 + 18,994 
ee ES Pe ee eee ee ee 269 + 269 
Other Assets .............. Susdestee 294 763 “= 467 
TOTAL ASSETS ... .. $33,626 $69,729 +$36,103 
LIABILITIES 

Notes & Accounts Payable........ $ 1,338 $ 4,709 +$ 3,371 
| SN ictleta B Seca nr eet a orl 165 2,452 + 2,287 
Tax Reserves ...0.0...........00008.. : 3,556 paces — 3,556 
TOTAL CURRENT LIABILITIES ..... 5,059 7,160 + 2,101 
Notes Payable ........... .  §,094 10,250 + 5,156 
Preferred Stock ‘ 15,655 15,655 Aes 
Common Stock ; tei 964 994 a 030 
Surplus ......... ; eideesdcoescas: | ore 35,670 + 28,816 
TOTAL LIABILITIES ...... .. $33,626 $69,729 +$36,103 
WORKING CAPITAL $ 4,948 $19,218 +$14,270 


CURRENT RATIO woos... pccssreccce. BD 3.7 + 17 
ERROR TE on SRR AE RC ENE TREE 


idly in this country also in the late 1930”s, when 
Rayonier came into operation. The company was 
incorporated in 1937 and had barely begun to gain 
a foothold in the industry when the European war 
shut off shipments abroad. Loss of Japanese markets 
followed quickly. 

Indicative of the company’s consistent expansion 
in serving a rapidly growing industry has been the 
rise in sales volume to an estimated $84 million for 
1951 from $66.3 million a year earlier and $50 
million as recently as 1947. In the early war years, 
sales were ranging from $25 million to $30 million 
annually. Preparations are in progress to keep pace 
with prospective demand through construction of 
additional facilities. 


Four pulp mills are operated at present, three in 


RNR 





RAYONIER 





Refinea 


$10,250,000 
Shs. $2 Pfd: 626,205 - $25 par 
Shs. Common: .993,871 - $1 par 
Fiscal Year: Dec. 31 


Notes Payable: 


1940 1941 1942 1945 1946 1947 1948 


the Pacific Northwest at Shelton, at Grays Harbor 
and at Port Angeles, Washington; the fourth in 
Fernandina, Florida. These plants have an estimated 
annual capacity of about 400,000 tons of sulphite 
pulp, and it is estimated the proposed fifth plant 
would increase output about 20 per cent. The new 
management under the leadership of Mr. Morgan 
and his associates is expected to stress strengthen- 
ing of operations and the building up of timber 
reserves. Plans for further diversification of pro- 
duction also are expected to receive careful consid- 
eration. In view of Mr. Morgan’s experience with 
the Eastern Corporation, which has concentrated on 
fine paper, Rayonier’s operations may develop along 
the lines of manufacturing paper specialties. 


Earnings for 1951 Impressive 


Although substantial holdings of timber are 
owned in Washington as well as in Florida and 
Georgia, management apparently would be willing 
to add to reserves if reasonably priced properties 
could be located adjacent to mills. It is the general 
practice of pulp and paper producers using southern 
pine to purchase a large proportion of their require- 
ments from contractors and farmers owning timber 
stands in Florida and Georgia. Satisfactory results, 
from a cost standpoint, are obtained in this manner, 
although it is recognized that unless owned reserves 
are available in considerable quantity, production 
would be at the mercy of outside suppliers. Hence 
pulp and paper producers hesitate to construct mills 
unless they can assure themselves of absolute con- 
trol over adequate supplies of wood. 

Rising labor costs have presented a problem for 
all industry, but in paper and pulp making, econom- 
ics have been achieved through installation of auto- 
matic machinery that has improved worker effi- 
ciency. Speeding up of production also brings larger 
revenues without a comparable rise in overhead 
expenses. Accordingly, Rayonier has been able to 
achieve eminently satisfactory operating results in 
recent years through enlargement of sales and 
adoption of efficient operating practices. 

In the first nine months of 
1951, sales rose more than 32 
per cent over the corresponding 
period of 1950 to $62.4 million 
from $47.2 million, while net prof- 
its came to $7.25 a share, com- 
pared with $8.17 in the first nine 
months of 1950. The latter figure 
included a refund of excess prof- 
its taxes of prior years amount- 
ing to about $1.5 million, or $1.55 
a share, however, so that without 
this non-recurring item, the com- 
parison would have been more 
favorable. Earnings from opera- 
tions for all of 1951 are estimated 
to have approximated the 1950 
net profit of $10.8 million, equal 
to $9.61 a share (exclusive of the 
tax refund). 

Financial position has steadily 
improved in recent years. Work- 
s| ing capital gained about $2.5 mil- 
8 lion last year over the $19.2 mil- 
io| lion at the close of 1950. Progress 
in this direction has been remark- 

(Please turn to page 549) 
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oil boom 


in Western Can- 
ada has passed out 
of its initial stages 
and bids fair to be- 
come one of the 
most important 
economic develop- 
ments on the North 
American conti- 
nent in many years. 
Starting off just a 
few years ago, vir- 
tually as a_ wild- 
catting proposition 
by American and Canadian interests, it has by now 
reached truly impressive proportions, involving ex- 
penditures of several hundred million dollars each 
year for exploration and development. 

These large sums are constantly being increased. 
Accordingly, over 200 drilling rigs were in opera- 
tion in Western Canada at the beginning of this 
year, more than double that of a year ago. Most of 
these are active in Alberta, but there has also been 
a marked increase in drilling in Saskatchewan which 
will be further stimulated by the recent discovery 
of good-grade light oil there by Socony-Vacuum and 
Woodley Petroleum. 

In the early stages of the search for oil, before 
the present boom developed, Imperial Oil, Ltd., vir- 
tually was the sole important pioneer. Now it has 
plenty of company. Actually, the number of con- 
cerns entering the field is steadily burgeoning, with 
more than 200 companies, from small-sized outfits 
to giant corporations, feverishly hunting for oil in 
the hopes of matching the big Canadian company’s 
fabulous success. 

The bulk of the oil and gas discoveries are in 
Alberta where there were 98 strikes last year out 
of the 108 reported for all of Western Canada. New 
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... Lhe Stake of... 


AMERICAN 
COMPANIES 


in Canadian Oil 
By GEORGE L. MERTON 


discoveries, however, have recently been made in the 
hitherto comparatively quiet Manitoba and British 
Columbia regions, thus greatly expanding the Domin- 
ion’s oil potential. While the search is principally 
for oil, discoveries of natural gas are very important 
and indicate that in the years to come, Canada will 
be a vast source of supply of this fuel. Owing to the 
recent date of these discoveries, much time however 
will have to elapse before distribution on a truly 
large scale will be feasible, since the necessary pipe- 
lines, covering distances of hundreds of miles, have 
vet to be built. 

The size of the new discoveries of oil and gas 
have made a great impression on American investors. 
At the outset, however, it should be said that it is 
still too early to attempt to translate prospects based 
solely on current exploration and discovery into esti- 
mates of actual per share earnings. With the excep- 
tion of such well-established companies as Imperial 
Oil, McColl Frontenac, Anglo-Canadian Oil, Home 
Oil and Royalite, the securities of most Canadian 
companies now prospecting for oil are necessarily 
highly speculative, some of them being perilously 
close to out-and-out stock promotions. 

American investors, desirous of participating in 
the future of Canadian oil, will find that the safest 
route, with the exception of the few large Canadian 
companies, is through the securities of the big Amer- 
ican oil companies which are active in this region. 
These companies, whose activities will be discussed 
individually later, possess the experience and finan- 
cial resources required for large-scale exploration 
and development in new areas. Consequently, their 
securities have a degree of stability which is not 
dependent on the outcome of any single new venture 
as they are already capable of obtaining: very large 
earnings from established sources. Obviously, the 
position of such companies is in great contrast to 
that of the smaller concerns whose entire future 
may be dependent on whether they meet success or 
failure in their present operations. 


American Leaders in Canadian Oil 


American companies, such as Texas Co., Gulf Oil, 
Socony-Vacuum, Atlantic Refining, Standard Oil of 
Ohio, Standard Oil of New Jersey (through its own- 
ership of 69.64% of Imperial Oil, Ltd.), Phillips 
Petroleum, Shell Oil, Continental Oil, Standard Oil 
of California and others of like standing have ac- 
quired very large acreages in various parts of the 
four oil-bearing provinces: Alberta, Saskatchewan, 
Manitoba and British Columbia. 

Practically all of this acreage has been acquired 
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under permits from the Provincial 
Governments, or through leases of 
varying descriptions. Consider- 


World Petroleum Reserves 
in Principal Areas 





niques have had to be adopted. 
Experience based on drilling in 
this type of formation has shown 
that considerable more time is re- 





able sums have already been spent 
on some of these holdings. For 
example, Amerada Petroleum paid 
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quired, than in the case of more 
favorably situated deposits, to es- 
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have brought $50,000 apiece, and 
others have gone for as high as $70,000. Smaller 
sums are being paid for less desirable acreage but 
the price is steadily inching up. 

The over-all size of expenditures by American 
corporations indicates that their plans are for the 
long-range future. Officials of some of the companies 
have stated frankly that it will take an investment 
of additional hundreds of millions of dollars before 
the full Canadian oil potential] can be realized. How- 
ever, they feel assured, based on actual results prin- 
cipally in Alberta and Saskatchewan, that in the 
long run these investments will prove very profitable. 

Proven oil reserves in Western Canada are now 
estimated at 1.4 billion barrels, with annual pro- 
duction now at about 50 million barrels. This seems 
small compared with close to two billion barrels pro- 
duced last year in the United States but it must be 
remembered that the new Canadian fields were dis- 
covered only four years ago whereas some of the 
Texas fields, for example, have been producing oil 
for over three decades. The fields in the Middle East 
and in Venezuela are also of comparatively long- 
standing duration, some of them have been in opera- 
tion for several decades or more. 


Comparison of Oil Reserves 


These older regions, after years of preparation and 
development, have very large proven reserves. Texas 
has 13.6 billion barrels, California 3.7 billion and 
the Gulf Coast about 3.6 billion barrels. Among the 
principal foreign regions, Venezuela has proven re- 
serves of 9.5 billion barrels and the Middle East as 
follows: Saudi Arabia 10.4 billion, Kuwait, 15.0 
billion, Iraq 8.7 billion, and Iran 13.0 billion barrels. 
Although many extravagant claims are new being 
made as to ultimate proven reserves in Western 
Canada, some of them running as high as 20 billion, 
these estimates cannot be considered reliable. Un- 
doubtedly, reserves in that region will be much 
greater than the present after further development 
but in the judgment of the most competent authori- 
ties, this will take a number of years to determine. 

One of the difficulties is that geological forma- 
tions in the new oil regions of Western Canada is 
not as favorable as, for example, along our Gulf 
Coast. This is particularly true of Alberta where 
oil has been found largely in coral reef structures 
somewhat similar to West Texas where new tech- 
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of dry holes drilled as compared 
with net oil wells completed. Imperial Oil, for exam- 
ple, started off in 1946 with as high as 62 dry holes 
to only 8 wells completed, a ratio of almost 8 failures 
to each success. By 1951, the process was completely 
reversed, with 5 successes to each failure. However, 
this does not mean that each completed well was a 
bonanza. 

While Alberta is the scene of most of the explora- 
tory and drilling activity, Saskatchewan has very 
recently attracted great attention on account of the 
important discoveries in the southwestern part of 
the province. Socony-Vacuum and Woodley’s recent 
strike, bringing in light weight oil, has touched off 
interest in other American companies which are 
operating in various parts of the region. Among 
them are: Atlantic Refining, Chicago Corp., Colum- 
bia Carbon, Middle States Petroleum, Phillips Petro- 
leum, Standard Oil of Ohio, Texas Gulf Producing 
and Tidewater Associated Oil. It is significant that 
immediately upon announcement of the strikes, the 
shares of these companies strengthened. 


Deep-Level Drilling a Problem 


The largest share of oil and gas acreage in Sas- 
katchewan is held by four American groups. Tide- 
water Associated Oil heads the first group, other 
members being Atlantic Refining, Columbia Carbon 
and Ohio Oil, with rights to 9 million acres. Con- 
trolling 2.4 million acres is a second group, the prin- 
cipal members of which are Standard Oil of Ohio, 
Chicago Corp., Middle States Petroleum and Texas 
Gulf Producing| A third group controlling nearly 
1.5 million acres includes Socony-Vacuum and Wood- 
ley Petroleum. A fourth group, of which Phillips 
Petroleum is the leading concern, has rights to 2.2 
million acres. 

In the following we describe in brief some of the 
more important activities of leading American oil 
companies in Western Canada: 

Among the most active is Phillips Petroleum. This 
company conducted its first surface search in the 
area as long as seven years ago, and has since been 
active in Alberta, Saskatchewan and British Colum- 
bia. At present a thorough test of oil and gas possi- 
bilities, under a long-range program, is being under- 
taken on about 5.5 million acres. 

Recent discoveries of oil and natural gas in 
Saskatchewan are important. The company is espe- 
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cially interested in developing large production of 
natural gas in this province. However, drilling tests 


‘and transportation problems, according to a leading 


official, are proving expensive in northern Alberta 
and British Columbia. One of the tests, for example, 
will carry drilling down to the great depth of 11,500 
feet. In the Peace River area, one well has been car- 
ried down to 8,500 feet. Further south in Alberta, 
between Calgary and Edmonton, the company is 
having commercial production of good-grade oil at 
7,000 feet. Conditions in Saskatchewan are much 
more favorable in this respect, with natural gas 
found in shallow formations at 3,000 feet. 


Imperial Oil Far in the Lead 


Most of the activities of the company are still 
exploratory and while substantial results are already 
indicated, future earnings from this source are 
necessarily of a long-range character. The period of 
time that must elapse before large earnings are 
established is dependent to a large extent on the 
speed with which pipe lines can be constructed. 

Standard Oil of New Jersey, through its 70% 
ownership of Imperial Oil, Ltd., is the dominant fac- 
tor in new Western Canadian oil developments. 
Imperial Oil has now arrived at a point in its dis- 
coveries and development where estimates can be 
made of its. proven and potential reserves. Actual 
reserves are now estimated at about 600 million bar- 
rels, with ultimate reserves at probably three times 
this figure. This estimate is based on the fact that 
the company is operating on only a small part of its 
choicer acreage. 

There are well over 900 productive wells, which 
places this company far in the lead of any others 
operating in the four Western Canadian provinces. 
Production should reach over 20 million barrels this 
year. In 1946, it was only 314,000 barrels. These 
figures do not include subsidiary company produc- 
tion. Natural gas reserves are exceedingly large with 
a potential estimated at 2 trillion cubic feet. 





large sums have been spent in new facilities of all 
types, including additional refinery capacity, pipe 
lines and storage facilities. These amounted to $60.5 
million in 1950 and over $75 million in 1951. The 
company expects to spend about $90 million in 1952. 

Imperial Oil is the furthest advanced of any of 
the companies operating in Western Canada with 
earnings already moderately bolstered by these 
favorable developments. Standard Oil of New Jersey, 
of course, shares in these benefits. 

Tidewater Associated Oil Co., jointly with several 
other companies (please see table) controls extremely 
large acreage. In fact, its land holdings in Western 
Canada, are approximately those of Imperial Oil, 
or 15.5 million acres. The company’s interests are 
far-flung but at present are principally of an ex- 
ploratory character. Exploration is being conducted 
in northern Alberta and in the northwestern part 
of the province. Further efforts along this line are 
being made in portions of 9 million acres in Sas- 
katchewan in concert with Atlantic Refining, Colum- 
bian Carbon and Ohio Oil. 


New Discovery in Saskatchewan 


The company’s explorations also range south into 
Manitoba. There are strong indications that this 
region is related geologically to the Williston Basin 
in the Dakotas. This latter is considered one of the 
most promising fields to be discovered in recent years 
in the United States. 

These developments, of course, can be appraised 
only in long range terms. The company, in the mean- 
time, deriving substantial income from its well-estab- 
lished production and distribution activities in the 
United States. 

Socony-Vacuum Oil Co., through its subsidiary, 
Socony-Vacuum Exploration Co., has recently made 
an important oil discovery in west-central Saskatche- 
wan. This new well has a potential flow of about 
300 barrels daily but has been capped in until mar- 
keting arrangements can be made, probably in early 














To provide for the great increase in production, Spring. (Please turn to page 544) 
Holdings of Canadian Oil Lands by American Companies 
Acreage 
Canadian Affiliation or Holdings American Company (Millions) 
Company Controlled Acreage................... Sp sice-aneenatenesiots Amerada Petroleum 1.5 
Bear Oil Co........... ; cheer te LE ak ee aaa Cee Joint holding of Tidewater, Skelly, Pacific Pet., Sunray, & Pacific West. 5.0 
California Standard Co. seseeeseeee. S. O. Of California 100% 3.5 
Canadian Gulf Oil Corp. .... Gulf Oil 100% 5.0 
Canadian Superior Oil of California.... visceseesee Superior Oil of Calif. 51.7% 4.4 
Hudsons Bay Oil & Gas Corps .......:<cscsicscersscsscccesssesseessen Continental Oil Co. 50% particip. : 6.5 
Huskey Oil & Refining : .... Phillips Pet. 50% particip. 47 
PIO rlC GH COs Bhs oye sc. cccnucscscsvtncovassencsvarnivesnscateans .S. O. of N. J. 69.75% 8.0 plus 
McColl Frontenac ... ee Texas Co. 56% 5.2 
Company Controlled Acreage ...... ...Ohio Oil ... 9.0 
Pacific Petroleum Ltd. 2 .... Sunray 10% . , } 5.0 
Company Controlled Acreage ... ceceessseevssefrsseeseeeeee. Honolulu Oil 33% partic., Sunray Oil 33% partic. & Seaboard Oil 25% 10.5 
Sal Gb COs Gi CONGR cacccsecassacsscossccossasavexcsansssctsedeseces Shell Oil Co. 100% : 8.7 
Socony-Vacuum Explor. Co. . Bieta patton ... Socony 100% (also in combination with Woodley Pet. and Southern Prod. Co.) 6.6 
SeNIC BNE IOUS oicccsccsissccctsccecesess ..S. O. of Ohio 100% ....... Its ee 11.0 
(participating: Texas Gulf Prod. Co., Union Sulphur Co., Chicago Corp., 
Republic Natural Gas Co.) 
Stanolind Oil & Gas Co. .S. O. of Indiana 100% .......... 2.3 
SUN OE COs UNG cts c2c0sevccssssacsxavarecpeaes sass yao cade dnee etc SAINI OMI ENRON ccs ced kvcsse varices <2acees 2.2 
Company Controlled Acreage ........ since be uavadastecresatavidetens Tide Water Associated Oil Co. 15.5 
(participating: Seaboard Oil, Atlantic Refining, Columbian Carbon, Honolulu 
Oil, Sunray, Union Oil) 
Company Controlled Acreage ...........:.cccseeeceeceseeseeeees Rriiete CUR GER Nile isiac suc escc sedeesecereindseassssssie : & ; . 5.5 
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TOBACCO INDUSTRY 


By HENRY L. BLACKBURN 


a over the future of the tobacco man- 
ufacturing industry seems overdone in view of the 
rising curve of both production and consumption 
in 1951. The outlook for sales in 1952, so far as 
can be seen at the present, is relatively satisfactory 
for all branches, though individual companies, natu- 
rally, will vary as to profits. 

Higher national income, arising chiefly from the 
mobilization program, has been instrumental in the 
sharp increase in cigarette consumption, at the 
same time that it has promoted some improvement 
in the hitherto laggard cigar industry. Cigarette 
consumption in 1951, domestic and export, increased 
about 6.1% and reached 416 billion units, the highest 
in history and a gain of about 24 billion over the 
previous year. Cigar output for the first ten months 
of last year, the latest available figure, was 4.617 
billion units, a gain of 4.2% over the same period 
of 1950. 

These favorable developments, however, do not 
obscure the underlying difficulties of the industry 
which continues to be faced with a squeeze on profits 
caused by a more or less stationary price level for 
the product, on the one hand, and rising costs and 
taxes, on the other. This is one of the few industries 
where the rise in the cost of the product sold has 
not been fully compensated by an equivalent rise 
in the price received. Until this problem is resolved, 
it is difficult to see how the industry can increase 
profits materially above present levels, especially in 


view of the high income taxes 
now prevailing. It is not sur- 
prising that the industry 
should be appealing to the 
OPS for the relief to which 
it seems entitled. 

The size of future profits, 
therefore, is dependent on 
whether or not the industry 
will be permitted an ade- 
quate price rise. Otherwise, 
it faces a period of profits at 
something like present levels 
which, while sufficient to sup- 
port current dividends, are 
far lower than they should 
be in view of the continued 
rise in consumption of the 
basic product, cigarettes. 

The situation is realis- 
tically illustrated by a com- 
parison of prices. The 1952 
dollar is valued at about 53 
cents in terms of 1940’s price 
levels which means an in- 
crease of 88% in the general 
price level. Cigarettes, the 
basic product of the industry, 
have risen only 50% retail, 
with prices now averaging 
about 21 cents a pack against 
14 cents in 1940. With the 
obviously low per unit profit 
margin, the industry has had 
to depend entirely on an in- 
crease in consumption to pre- 
serve earning power. 

The past year’s increase in 
costs have been substantial. 
Labor is 10-12% higher, cost 
of wrapping materials is up 
11 to 14%, and freighting 
about 10%. A favorable factor, however, is that 
the cost of new tobacco has been much more stable. 
While parity prices are slightly higher than a year 
ago, this has been offset by the government’s action 
in substantially increasing permissible tobacco acre- 
age. Thus, a more stable price pattern for leaf 
tobacco has materialized which should persist unless 
general inflation is resumed. However, earnings 
benefits from this more satisfactory situation prob- 
ably will not accrue in the near future as the com- 
panies are still figuring on their high cost tobaccos, 
of 1950 origin, in evaluating their inventories. At 
present, the cigarette companies have a 30-months 
supply on hand instead of the usual 24 months. 


Growing Popularity of Long Cigarettes 


Sales results among the leading cigarette manu- 
facturers have varied quite widely. Among the 
leading cigarettes, Camels (Reynolds) scored the 
only gain at 6%, along with Old Gold (Lorillard) 
at 11.5%. Lucky Strikes (American Tobacco) fell 
back by 3.3% and Chesterfield (Liggett & Myers) 
and Philip Morris made nominal gains of 0.4% 
and 0.7% respectively. 

The truly significant development in the cigarette 
industry is the astonishing gain in consumption of 
long cigarettes. This market apparently has the 
greatest promise at the present time and has been 
especially influenced by the predilection for this 
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type of cigarette by the growing army of women 
smokers, who are not unmindful of the economy 
feature of the longer smoke. Competition in this 
active field is pronounced, with practically all com- 
panies now engaged in production of the “king- 
sized” cigarettes. 


Problems in Export Field 


The three leading brands among the long ciga- 
rettes are: Pall Mall, an American Tobacco product, 
through its subsidiary American Cigarette & Cigar 
Co.; Herbert Tareyton, also an American Tobacco 
product, and Fatima, manufactured by Liggett & 
Myers. Pall Mall is now fifth among all leading 
brands, with a volume of 34 billion units, or 8.1% 
of the total national cigarette product. This brand 
increased 41.7% over 1950. Herbert Tareyton, with 
a total output of 10 billion units, increased produc- 
tion by 42.8%, and Fatima with 3 billion cigarettes, 
increased 50%. Total output of long cigarettes for 
1950 was slightly under 50 billion, an increase of 
14 billion over 1950, and now amounts to slightly 
under 12% of total production. In 1950, it was 
under 9%. 

While total domestic cigarette consumption in- 
creased about 18 billion units in 1951, or 5%, 
exports increased 6.3 billion, or about 20%, but a 
large part of the latter increase was due to the 
heavy shipments of tax-free cigarettes to the armed 
forces, principally in Korea. Exports to the formerly 
lucrative Philippines market are still virtually 
barred by the extraordinarily high import levies 
imposed by that country. Incidentally, the 25-cent a 
package tax in Canada has led to a great deal of 
bootlegging across the border. 

Generally, the export business is handicapped 
by government monopolies abroad and high tariffs. 
Despite these difficulties, foreign demand for the 
American product is increasing and when inter- 
national conditions are more normal, U. S. exports 
of cigarettes should rise very much higher. 

Based on operating results for the first nine 
months of 1951 on the various cigarette companies, 
and general figures of production, consumption and 
costs for the balance of the year, it is probable that 
pre-tax earnings for last year were from 5 to 7% 
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higher than in 1950. However, the double rise in 
corporation taxes, the last one taking place Novem- 
ber 1, has probably cut net down from 10 to 15%. 
The net result is that all of the leading cigarette 
companies, when their year’s earnings statements 
are issued, will probably show a moderate decline 
in per share earnings. 

As stated, cigar sales have increased and the 
general position of the industry is somewhat better 
than for 1949-50. Although cigar prices, over the 
past decade, have advanced proportionately more 
than cigarettes, manufacturers are still handi- 
capped by rising costs and are in need of price 
relief. Manufacturers who bought heavily into the 
1950 crop at high prices are in a less advantageous 
position than those who delayed the bulk of their 
purchases until 1951. It is understood, for example, 
that Consolidated Cigar Corp. added heavily to its 
supplies of leaf at high prices, whereas Bayuk, Inc., 
and General Cigar Corp., Inc., were less aggressive 
in this respect. In this industry, successful handling 
of inventories is a prime factor in the profit margin. 

The snuff industry remains characteristically 
stable, with consumption increasing about 3% last 
year. A further mod- (Please turn to page 544) 
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Position of Leading Tobacco Companies 
———9 months 1951 —————1950-_—_ % of 
Net Net Inventories 
Net Net Per Net Net Per Inven- To Recent 1951 Div. Price Range 
Sales Income Share Sales Income Share tories* Current Price Div. Yield 1951-52 
——X(millions)—— ~—(millions)—— Assets 
American Snuff webhe £40 $2.05 $13.7, $ 1.6 $3.18 $13.1 72.8% 39% $2.55 6.5% 42%4-37 
American Tobacco 691.4 23.9 4.01 871.6 41.7 7.17 532.6 89.8 64% 4.00 6.1 687-59 
Bayuk Cigars .... : _ 4 oN 30.6 Yi 94 22.0 83.0 10 75 75 12%- 9% 
Consolidated Cigar 36.2 lea 3.60 50.2 2.4 7.26 23.3 80.3 2812 2.00 7.0 3534-25 
General Cigar .. . aa Pr 1.07 29.0 8 tS 25.5 80.4 16% 1.00 6.0 17-15% 
Helme, G. W. ....... ; 79 2 1.31 9.9 1.4 1.99 7.8 49.9 22% 1.60 7.0 27 = -22'2 
Liggett & Myers.............0...... 539.94 21.74 5.194 530.5 29.0 7.06 380.7 91.8 6912 5.00 7.1 79 65% 
Lorillard (P.) ........... sctrseee he 4.0 1.41 167.9 6.7 2.69 84.4 83.6 22% 1.50 6.7 25-20% 
Phillip Morris ...0........0.0.0......,234.31 10.01 3.731 305.82 16.62 6.622 220.8 91.6 48% 3.003 6.1 56%-45¥e 
Reynolds Tobacco “’B” ......... 814.24 32.14 2.924 759.8 40.2 3.73 475.8 91.8 3356 2.00 J. 8 36 -31% 
AY, SS. TOWGECO: ..5.-ccccesccnccicesses DOA 2.1 1.12 23.3 2.8 1.49 18.5 78.3 20% 1.20 5.9 205-1812 
*—Latest available. 1_9 months ended Dec. 31, 1951. 3—Plus stock. 
2—Year ended March 31, 1951. 4—Full year 1951. 
a smnenehinticins ELST LE IIE ES eT a 








531 




















Bonds and Preferreds 

High grade bonds and preferred 
stocks have now had a fairly good 
recovery since late December. 
They probably can be bought on 
a corrective dip within a matter 
of weeks or a few months at most, 
since there is much new financing 
ahead to be absorbed; but credit 
demand-supply factors continue 
to suggest higher prices later in 
the year and over the longer-term, 
especially after we are over the 
hump in defense spending. The 
inflation since 1939 has soured 
many investors on fixed-income 
securities; but, barring global 
war, the potentiality for further 
inflation for some time to come 
appears moderate, and must be 
weighed against post-defense de- 
flation. Certainly fixed-income se- 
curities continue to have some 
proper place, varying with the 
individual investor’s situation and 
objectives, in many portfolios. 
Bonds and preferred stocks in the 
gilt-edge class are responsive to 
the money market, rather than to 
business conditions. They are 
psychologically dragged down by 
the stock market only in a real 
crisis, as in 1932; and revival 
therefrom is both assured and 
fairly prompt. Many of the high- 
est grade preferred stocks now 
yield as much as 4% to 4.5%, 
and are 10 to 20 or more points 
under their 1951 highs. 


Examples 


National Lead $7 preferred is 
at 168 against December low of 
16514 and 1951 high of 18514. 


532 





American Can $7 preferred is at 
168, against recent low of 163 and 
1951 high of 185. National Biscuit 
$7 preferred is at 165, against 
recent low of 160 and 1951 high 
of 18434. Under the maximum 
easy-money condition heretofore, 
the latter stock sold as high as 
20014, in 1946, the National Lead 
issue at 207, the American Can 
issue at 21014. Each of these 
three preferred is non-callable. 
On each the dividends were more 
than amply covered by earnings 
—and paid, of course—under the 
most extreme depression condi- 
tions. There are a number of 
other “money-market” preferred 
stocks, some in lower price ranges 
because of lower dividend rates; 
but where quality is about equal, 
going yields are closely similar. 
If this column is right in expect- 
ing a reduced credit demand and 
a redundant credit supply after 
the arms program either stabi- 
lizes or tapers off, you can buy 








| INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1951 1950 
RPRIIRUNOIIDY MNES, ono Sih econ Rock sc hu cauenrdecectece 9 mos. Dec. 31 $ .61 $2.67 
MVR PmNNNE SSI OUNIING 655.055. Ais hn scselsocascteass cate Dec. 29 Quar. .13 -76 
RIND 215 cos vcs shes skopa Oso iesl cosmo ence Dec. 31 Quar. -05 52 
ky 7 | Ree ne Dec. 31 Quar. -60 -98 
CI mNUNENEM 20550063.) RR 2 Dec. 31 Quar. -96 1.71 
WACGONE COP. ......50050.060cscecsecasscsncccserssecsesess MOMS OO, CQNmel: -93 1.27 
RMNEN RM TIOINNENS 5.5 5.50005scasedarssesesseesshachba ee Year Dec. 31 3.53 4.18 
Remington Rand ..........................c0ccceeceeee Dec. 31 Quar. 64 82 
to ee 52 weeks Dec. 29 2.44 3.69 
RUC OEEMEON I oot crate vcser rariseiccsaets Dec. 31 Quar. -26 .37 
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top-grade preferred stocks today 
for the best yields offered in a 
good many years, and with prom- 
ise of worthwhile appreciation in 
due course. For defensive pur- 
poses, issues of the type cited are 
superior to be best stable-dividend 
common stocks. 


Oils 

If you had a composite of all 
investment portfolios in the coun- 
try, individual and corporate, you 
would find that the position in 
oils substantially exceeds that in 
any other stock group. That has 
been so for many years, but is 
more so now than ever before. The 
reasons are basic and valid. They 
include the depression-resistant 
character of the business as re- 
gards consuming demand; _ its 
assured, although gradual growth; 
a tax-sheltered position; gener- 
ally strong finances; and rela- 
tively good earnings and divi- 
dends. As a group, oil stocks are 
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in all-time high ground in market 
prices, having passed their his- 
toric 1929 high as early as 1948. 
Obviously, they are not nearly as 
good buys as they were at the 
1949 or 1950 lows. But it cannot 
be argued that they are too ex- 
tremely priced on 1952 earnings, 
which on average promise mod- 
erately to exceed the excellent 
1951 results, or on indicated divi- 
dends. Typical good-grade oil 
stocks are now selling at about 
9 times 1951 earnings and on a 
current yield basis of about 5%. 
The industry’s only weakness has 
been recurrent periods of over- 
supply and price softness, some- 
times caused by mild winter 
weather and usually corrected in 
no great time. On the basis of 
national winter weather to date, it 
probably will enter the 1952 period 
of rising gasoline consumption 
with a satisfactory supply-demand 
balance. 


Variations 

If bought even at their 1951 
lows, which were above 1929 
highs on an average, virtuaily all 
representative oil stocks have 
been decidedly profitable holdings 
to date. Nevertheless, measured 
on this basis, the differences in 
the gains of the individual stocks 
have been wide. Leaving out frac- 
tions, here are a number of ap- 
proximate percentage advances 
from 1951 lows to current prices: 
Standard Oil (New Jersey) 87%, 
Amerada 70%, Superior Oil of 
California 60%, Ashland Oil 
57%, Pure Oil 48%, Cities Serv- 
ice, 46%, Texas Company 44%, 
Houston Oil 40%, Standard Oil 
of Ohio 38%, Atlantic Refining 
37%, Ohio Oil 35%, Seaboard Oil 
35%, Sun Oil 34%, Standard Oil 
of Indiana 33%, Gulf Oil 32% 
and Standard Oil of California 
23%. The largest gain is not much 
less than four times the smallest. 
In short, especially on a medium- 
term basis, there is very consid- 
erable selectivity in the perform- 
ances within even this most pop- 
ular of all stock groups. 
Rails nm 

At best recent recovery levels 
up to this writing, the rail aver- 
age was still more than 4% under 
its last major high, recorded in 
February, 1951. However, varia- 
tions in performance among rail 
stocks, and in basic quality of rail 
stocks, are scarcely less wide than 
In the case of industrials. A good 
many rails have bettered their 
early 1951 highs, a moderately 
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larger number of others have not. 
Among rails attracting greatest 
interest have been those with an 
oil, or potential oil, aspect. The 
chief examples are Northern Paci- 
fic, perhaps over-exploited on the 
yet unproven oil possibilities from 
its large land holdings; Canadian 
Pacific and Union Pacific. The 
last-named railroad is unique. Its 
developed oil properties provided 
about half of 1951’s estimated net 
of $13.25 a share, and are prob- 
ably subject to further growth of 
earning power since the company 
continues to pour money into oil 
development. Dividends have been 
continuous since 1900. Oil profits 
plus investment income have 
more than covered dividends paid 
each year since 1942. The present 
$6 annual dividend appears se- 
cure for the foreseeable future. 
Until recently the stock had held 
in a rather narrow range for 
more than a.year, moving not far 
either way from the 100 level, but 
has since come to life on what 
could be called “rising oil enthu- 
siasm’’. It got as high as 116 and 
is at 11414 at this writing. The 
current yield is about 5.2% or 
well under the average for rails, 
reflecting the stock’s superior 
quality and the market tendency 
to put more weight on its oil con- 
tent and prospects. It is an invest- 
ment-grade stock with a specula- 
tive potential. As to how far the 
market may go in raising its 
— on this issue, only time can 
tell. 


War Stocks 

President Truman’s projection 
of a more extended period of high 
arms spending has resulted in re- 
newed stirrings of market inter- 
est in some of the so-called war 
stocks. This applies mainly to 
stocks of companies which are not 
only well-situated with respect to 
defense work but which also have 
at least fair, and preferably good, 








post-defense prospects. Investors 
remain generally indifferent to 
stocks of companies whose post- 
defense prospects are dubious, no 
matter how good their defense- 
period profits might be—and they 
are correct in this attitude. Com- 
panies participating largely in 
the build-up of air power are as- 
sured of the longest period of 
active defense business running 
into 1955-1956 on present projec- 
tions. However, the investment 
objections to outright aircraft 
stocks are obvious. Two non-air- 
craft stocks with a big air-power 
flavor are Bendix Aviation and 
Thompson Products, both nor- 
mally most dependent on volume 
in automobile parts. Thompson 
probably will make the better 
earnings showing of the two this 
year, and is generally ranked 
among the long-term growth 
stocks. Bendix is currently at 
5434, in a 1951-1952 range of 
597-4614. Reflecting its superior 
appeal, Thompson Products—cited 
favorably in this column at lower 
levels—is currently at a new high 
of 4934. Its 1951 low was 3314. 
Unless the general market ‘“‘falls 
out of bed’, it may well work 
higher over a period of time. 
Earnings for 1951 were probably 
close to $6 a share, against the 
record $7.51 in 1950. They are 
probably subject to some rise this 
vear and next. Dividends are on 
a $2 annual basis. 


Highs 

Stocks recently recording new 
highs for the 1949-1952 cycle in- 
clude Kennecott Copper, Shell Oil, 
American Metal, Anaconda, At- 
lantic Refining, Bell Aircraft, 
Cleveland Graphite Bronze, Co- 
lumbia Broadcasting, Corning 
Glass, Food Machinery & Chemi- 
cal, General Tire (on split news), 
General Public Utilities, Howe 
Sound, Marine Midland, Motorola, 

(Please turn to page 546) 
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General Foods Corp. 

Madison Square Garden Corp. . 
Beech Aircraft Corp. 

Joy Mfg. Co. .... 


Collins & Aikman Corp. 
U. S. Lines Co. 


Loew’s, Inc. 


Niagara Mohawk Power . 
Celotex Corp. Pere 
Lehn & Fink Products Corp. ............ 
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Subsidence of the consumer goods boom continues to color 
the business picture. This is once more confirmed by the find- 
ings of the National Association of Purchasing Agents which 
= note that defense business 
still does not bulk large in 
overall production. While 
more military output is re- 
corded in January and more 
new orders for defense items 
have been placed, they are 
far below the volume of new 
business needed to offset the 
decline in civilian orders and 
production. Much of the new 
defense business is still in 
the “paper stage” and will 
not reach the production 
lines 
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for several months. 
Two Many other defense orders 
— are for small quantities with 


extended delivery schedules. 
Unless there is a worsening 
of the international situation, 
the Purchasing Agents do 
not look for a reversal of the 
overall industrial downtrend 
in the next few months. The 
strength of industrial prices 
reported in December is 
“barely being maintained.” 
Falling order backlogs and 
high break-even points are 
creating a keen competitive 
market for many fabricated 
goods. As a matter of fact, 
the Association opines that 
much of the force behind in- 
flation has been spent and 
that there are more elements 
in the economy pointing to 
price declines than to price 
increases. 

It is not difficult to find 
evidences supporting these 
observations. You find them 
in virtually every consumer 
goods field and prominently 
so in the auto industry. De- 
troit is looking in vain for the 
defense boom. Car output is 
sharply lower, currently be- 
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low even the production allowable under first quarter cut- 
backs, and new auto sales are slow. Defense work is wholly | 
inadequate to compensate. While big orders have been placed, | 
production thereon is said to be six to twelve months away. 
And with new car demand sluggish, talk of auto shortages has | 
simmered down to a whisper. 

All this doesn’t mean that a big recession is ahead but it 
does signify that during the next few months, the general 
environment will be rather more deflationary than otherwise. 
Nor is there any sign of official intent to get arms production 
going at break-neck speed. On the contrary, contractors fre- 
quently find an exasperating lack of urgency on the part of 
procurement agencies. As Mobilization Wilson recently put it: 
“There is going to be no sudden and violent upswing in military 
preduction with a corresponding disastrous downswing in the 
civilian economy.” 

The latter of course refers to the need for cutbacks but so 
far cutbacks have had little if anything to do with declining 
civilian business. What did it was a shortage of customers, not 
of goods. It is this particular “shortage” which has been caus- 
ing what’s come to be known as “pocket depressions” in af- 
fected fields. We prefer to call them “bare spots” in an 
otherwise fairly lush business picture, and we are afraid they 
will persist for some time whether they be the same or other 
“spots.” Even the deficit spending expected later in the year 
is not likely to wipe them out. Too much is expected on that 
score anyhow, hence it is well to remember that we have had 
deficit spending in all but two of the last 20 years, yet during 
that period the trend of business has been anything but uni- 
form. This year at least, we feel sure it won't be powerful 
enough to make an inflationary bulge inevitable. Against it 
are the public’s proclivity towards saving, large inventories, as 
well as the high rate of industrial production, cutbacks not- 
withstanding. 

It looks as if residential builders have received the “green 
light’—with no direct controls planned. But with the limitation 
on building based on the material in shortest supply—copper, 
this indirect restriction may nevertheless be telling. The in- 
dustry’s copper allotment is enough to start over 600,000 homes 
this year, and some think that the supply can be stretched to 
cover some 800,000 units, but that would still mean a substan- 
tial cut from the 1.1 million housing starts in 1951. Any such 
cut will not only affect builders but also the makers of home 
furnishings, appliances, etc., already complaining about busi- 
ness. In the circumstances, it promises to become even more 
competitive than it currently is. 

For civilian business as a whole, competition is likely the 
keynote in 1952, a situation that may well spill over, later in 
the year, into certain capital goods lines as expenditures for 
plant and equipment ease off towards the end of the year and 
defense plant building passes its peak. 
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MONEY & CREDIT—The President’s budget message had a 
sobering effect as his estimate of government spending of 
$85.4 billion in fiscal 1953 entailing the prospect of a $14.4 
billion deficit brought home the costs of the cold war. Although 
there is much talk of Congress paring the budget, it should 
be remembered that $72.8 billion previously authorized by 
Congress for defense, is still unspent and a good part of this 
will be available on July 1, 1952. In only three areas, namely 
foreign economic aid, the administration of military and aid 
programs and in some non-defense domestic programs is 
there much scope for Congressional economy. For fiscal 1952 
the President expects an $8.2 billion deficit to result from 
federal spending of $70.9 billion. However, with spending in 
the six months to December 31 totalling $30 billion, total 
spending for the year ending June 30, 1952 may fall below 
the expected total. Loans by reporting member banks on 
January 16 were $367 million lower than on December 26 and 
this drop exceeded the $299 million decline in the cor- 
responding period a year ago indicating that loans are being 
carefully screened. The bond market has been quite strong 
so far this year and some high grade issues have risen 
more than two points this month. This has helped the new 
issue market and the AA-rated Indiana and Michigan Electric 
Company 3'%’s of 1982 were sold on January 24 to yield 
3.185%, a lower yield than was obtained for the AAA-rated 
Philadelphia Electric Company 3%'s of 1982 which came 
out on January 9 at 100.96 to yield 3.199%. The latter 
issue has rallied strongly since then and closed at 103% on 
January 28 for a 3.06% return. Long-term Treasuries have 
also improved, although at a much more modest rate than 
corporate issues. The bank-ineligible 22's of December 1967- 
1972 closed at 96% on January 28 a rise of % since the 
beginning of the year. The Federal Reserve banks have 
shown no change in their holdings of government bonds since 
January 2 but did reduce their portfolios of shorter term 
Treasury obligations by $663 million during the period. The 
Triboreugh Bridge and Tunnel Authority offered $215 million 
of general revenue bonds to the public, secured by the 
pooled revenues of the Authority's toll facilities. The issue 
bore coupon rates of 158 to 2%% and the longest term 
maturity—17 years—was sold to return a tax-free yield 
of 2.20%. 
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TRADE—Department store sales continue far below year-ago 
levels. For the week ending January 19, nation-wide sales 
were 14% under the corresponding week of 1951. The first 
ten weeks of last year were marked by heavy purchases 
prompted by fears of scarcities so that poor year-to-year 
comparisons may continue until well into March. Total retail 
trade was also down from a year ago. Demand for house- 
hold goods was limited, with sales lethargic for television 
sets, large appliances and floor coverings. 
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INDUSTRY—The MWS Index of Business Activity has recov- 
ered sharply from the holiday-induced dip early this year 
and stood at 186.2 for the week ended January 19 com- 
pared with 177.5 two weeks earlier. Noteworthy production 
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increases occurred in coal, electric power and paperboard 
output while crude petroleum production was lower. The 
business survey committee of the National Association of 
Purchasing Agents reports that although more new orders for 
defense products were placed in January they were still far 
below the volume of new business needed to offset the 
decline in civilian orders. 
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COMMODITIES—Spot commodity prices were slightly higher 
in the week ending January 25 with the price of tin showing 
the greatest advance as the Reconstruction Finance Corpora- 
tion raised its selling price by 18%. The MWS Index of spot 
prices closed at 180.6 on January 25 against 177.5 a week 
earlier. Other commodities to show increases although changes 
were moderate included grains, cotton and wool tops. 
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The nation’s STEEL INDUSTRY has raised its capacity to 
turn out raw steel to a total of 108,587,670 tons annually as 
of January 1, 1952, the American Iron and Steel Institute 
reported. During 1951 new basic production facilities capable 

(Please turn to the following page) 
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latest Previous Pre- 
Wk.or Wk.or Year Pearl 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) Dec 3.3 3.3 1.5 135 
Cumulative from mid-1940 Dec. 437.5 434.2 403.9 13.8 
FEDERAL GROSS DEBT—$b Jan. 23 259.3 259.2 156.0 55.2 
MONEY SUPPLY—$b 
Demand Deposits—94 Centers. Jan. 16 54.5 53.7 S17 26.1 
Currency in Circulati Jan. 23 28.3 28.5 27.0 10.7 
BANK DEBITS 
New York City—$b Jan. 16 11.1 10.3 10.4 4.26 
93 Other Centers—$b Jan. 16 16.2 15.3 17.1 7.60 
PERSONAL INCOMES—$b (cd2) Nov 256.7 257.5 236.4 102 

Salaries and Wages. Nov 170 170 154 66 

Proprietors’ Incomes. Nov 49 51 47 23 

Interest and Dividend Nov. 21 21 20 10 

Transfer Payment Nov. 13 13 12 3 

(INCOME FROM AGRICULTURE) Nov 22 23 21 10 
POPULATION—m (e) (cb) Dec. 155.5 155.3 152.8 133.8 

Non-Inetitutional, Age 14 & Over | Dec 109.2 109.1 109.2 101.8 

Civilliem Labor Force_____ | Dec 62.7 63.2 62.5 55.6 
ployed Dec Pf 1.8 2.2 3.8 

Employed Dec 61.0 61.3 60.3 51.8 

In Agriculture Dec 6.4 7.0 6.2 8.0 
Non-Farm Dec 54.6 54.3 54.1 43.8 

At Work Dec 59.3 59.5 58.3 43.2 
Weekly Hours. Dec 41.9 41.7 41.6 42.0 
Man-Hours Weekly—b. Dec 2.48 2.48 2.43 1.82 
EMPLOYEES, Non-Farm—m (Ib) Nov 46.7 46.8 45.9 37.5 

Government Nov. 6.5 6.5 6.0 4.8 

Factory Nov 12.9 13.0 13.0 11.7 
Weekly Hours. Nov 40.3 40.4 41.1 40.4 
Hourly Wage (cents). Nov 161.9 161.4 151.4 77.3 
Weekly Wage ($) Nov 65.25 65.21 62.23. 21.33 

PRICES—Wholesale (Ib2) Dec. 25 177.4 177.0 177.0 92.5 

Retail (cdlb) Oct. 209.0 207.4 193.9 116.2 

COST OF LIVING (Ib3) Nov 188.6 187.4 176.4 100.2 

Food Nov. 231.4 229.2 210.8 113.1 

Clothing Nov 207.6 208.9 194.3 113.8 

Rent Nov 138.9 138.2 132.5 107.8 

RETAIL TRADE—$b** 

Retail Store Sales (cd) Nov 12.5 12.6 11.8 47 
Durable Goods. Nov 4.1 4.2 4.1 1.1 
Non-Durable Goods. Nov 8.4 8.4 sf 3.6 

Dep’‘t Store Sales (mrb) Nov 0.85 0.82 0.78 0.34 

Retail Sales Credit, End Mo. (rb2)___ | Nov 11.6 11.2 11.5 5.5 

MANUFACTURERS’ 

New Orders—$b (cd) Total Nov 22.3 24.0 21.4 14.6 — 
Durable Goods. Nov 10.3 11.6 10.4 as 
Non-Durable Goods___________ | Nov 12.0 12.4 11.1 TS 

Shipments—$b (cd)—Total____|_____ | Nov. va Be 24.2 20.6 8.3 
Durable Goods Nov 10.7 15 9.6 4.1 
Non-Durable Goods. Nov. 12.0 12.7 11.0 4.2 

BUSINESS INVENTORIES, End Mo.** 

Total—$b (cd) Nov 69.9 70.0 59.0 28.6 
Manufacturers’ Nov 41.5 41.4 32.2 16.4 
Wholesalers’ Nov 10.0 10.1 9.0 4.1 
Retailers’ Nov 18.4 18.5 A777 8.1 

Dept. Store Stocks (mrb). Nov. 2:3 2.4 2.4 1.1 

BUSINESS ACTIVITY—1—pc Jan. 19 186.2 180.6 183.5 141.8 

(M. W. S.)—1—np. Jan. 19 221.8 215.0 216.1 146.5 
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of producing 4,358,020 tons of steel a 
year were installed which is somewhat 
below the 4.836,850 ton addition to capa- 
city in 1950. A large further addition to 
facilities is being installed this year with 
productive potential expected to reach 
120,000,000 tons some time in 1953. It is 
now only 9.5% below this goal. To support 
the rise in raw steel capacity other pro- 
ducing equipment has also been expanded. 
Blast furnace capacity was raised 1,310,- 
560 tons last year to a total of 73,782,340 
tons annually as of January 1, 1952 while 
coke oven potential increased almost 800,- 
000 tons to total 67,060,240 tons. 


* * * 


NEW HOUSING STARTS in December 
dropped to 62,000 units against 76,000 a 
month earlier and 93,600 dwellings started 
in December 1950. For the entire year of 
1951 a total of 1,084,600 homes were 
started, substantially below the 1,395,100 
starts in 1950 but still the second highest 
on record. The outlook for 1952 is for a 
further decline in the construction of 
dwelling units as controlled materials allo- 
cated to builders in the second quarter 
would provide for only 650,000 homes on 
an annual basis. However, as first quarter 
operations are expected to be at an 850,- 
000 unit annual rate and extra materials 
may be available from builder inventory, 
some are forecasting that about 800,000 
new homes will be started in 1952. 


* * * 


The output of FURNITURE was valued 
at $1,525 million in 1951, a 1.5% increase 
over the 1950 total, despite declining de- 
mand as the year progressed. This record 
was achieved as the result of booming first 
quarter demand, according to the report 
of Seidman & Seidman, industry account- 
ants. With 1951 furniture prices at the 
manufacturers’ level 11% higher than the 
1950 average, the actual physical volume 
of furniture output is estimated to have 
dropped about 9% below 1950. 


* * * 


FREIGHT CAR PRODUCTION in De- 
cember dipped to 8,458 units against 9,824 
cars built in November and 5,700 in De- 
cember 1950. The American Railway Car 
Institute and the Association of American 
Railroads in a joint report attribute the 
decline in output since October to insuffi- 
cient steel allocations to freight car build- 
ers. NEW ORDERS in December for 3,309 
cars were below deliveries and cancella- 
tions also cut into the backlog which fell 
to 124,489 cars as of January 1, 1952 
compared with 129,158 cars on order a 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
OOK Date Month Month Ago Harbor* 
INDUSTRIAL PROD.—1—np (rb) Nov. 218 218 215 174 month earlier. With steel allocations re- 
Mining Nov. 171 174 160 133 duced further for the first quarter of this 
Durable Goods Mfr. Nov. 275 274 260 220 year, January production may fall below 
teel a Non-Durable Goods Mfr._____—-_ | Nov. 188 188 195 151 December results. 
1ewhat * oa 
capa- CARLOADINGS—t—Total Jan. 19 748 743 780 833 
ten to Mise. Freight Jan. 19 371 364 392 379 Manufacturers’ shipments of PASSEN- 
i with Mdse. L. C. L Jan. 19 70 69 81 156 GER TIRES decreased 14% during Novem- 
prints Grain Jan. 19 53 54 55 43 ber to 4,661,525 casings from 5,422,649 
3. It is in October according to the report of the 
upport ELEC. POWER Output (Kw.H.) m Jan. 19 7,540 7,666 6,909 3,267 Rubber Manufacturers Association. Produc- 
1 pro-| | | SOFT COAL, Prod. (st) m Sen, 19 11.3 11.8 11.2 10.8 tion of 5,698,036 casings in November was 
anded. | | Cumulative from Jan, 1________ ] Jan. 19 30 19 33 44.6 down 6% from the month before. With 
1,310,-| & Stocks, End Mo Nov. 77.8 78.0 72.0 61.8 production exceeding shipments INVEN- 
32 340 | f TORIES on hand at the end of the month 
> while | fg | PETROLEUM—(bbis.) m climbed to 5,422,543 casings, up 25.7% 
+ 800,- | fF Sale es Se raeapul a “4 o 4.1 | from a month earlier and 37.2% above the 
p 4 Gasoline Stocks Jan. 19 131 128 124 86 backlog on hand at the end of November 
ie Fuel Oil Stocks. Jan. 19 40 4] 40 94 1950. 
E Heating Oil Stocks Jan. 19 70 75 61 55 x *  & 
cember | | | LUMBER, Prod.—(bd. ft.) m a 505 503 556 632 COPPER CONSUMPTION by domestic 
000 a} | Stocks, End Mo. (bd. ft.) b—___ | noy. 8.2 8.2 6.6 12.6 fabricators totalled 1,394,960 tons in 1951, 
started | FF which was somewhat below 1950 consump- 
year of | | | STEEL INGOT PROD. (st) m Dec. 8.9 8.8 8.4 7.0 tion of 1,438,237 tons. Receipts of copper 
s were ¢ Cumulative from Jan, 1_____ De. 105.1 96.2 96.8 74.7 by fabricators in December amounted to 
nba hie ’ ENGINEERING CONSTRUCTION 130,431 tons which was well in excess of 
highest j AWARDS—$m (en) —" 309 249 305 94 the 106,536 tons of copper contained in 
s fora) Be] Cumulative from Jan. 1_____— | Jan. 24 998 689 1,267 5,692 products shipped from their plants with 
ion of | the result that STOCKS OF COPPER held 
Is allo- ‘ MISCELLANEOUS by these consumers rose to 280,402 tons at 
quarter | [ Papeibeintl, Mow Onden (ie Jan. 19 193 195 218 165 the end of 1951, a 23,489 ton increase 
mes on| fF Cigarettes, Domestic Sales—b Nov. 34 37 30 17 from end of November inventories. UN- 
quarter | Do., Cigars—m Nov. 554 591 545 543 FILLED ORDERS on hand at the end of 
n 850,- Do., Manufactured Tobacco (Ibs)m_ | Nov. 24 14 19 28 December totalled 303,050 tons. 
aterials | f 
entory 4 b—Billions. ch—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., s lly justed monthly totals at annual rate, before terms. 
000 | | edlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engincering News-Record. I—S lly adjusted index 
300, _ | (1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1926—100). Ib3—Labor Bureau (1935—100). It—Long tons. Millon. mpt—At “mills, publishers, 
and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. pe—Per capita basis. 
rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands. *—1941; November, 
head or week ended December 6. **—S lly adjusted 
value 
ncrease THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
ing de- 3 1952 1952 
“record me ahi WS I | One 4 ee Cle High low Jan.19 Jan. 26 
ing first Issues (1925 Cl.—100) High = Low = Jan. 19 Jan. 26 | 100 HIGH PRICED STOCKG............ 1247 107.1. 123.7 124,7A 
_ report 330 COMBINED AVERAGE ...... 204.6 172.6 199.4 200.4 100 LOW PRICED STOCKSG........... 252.9 208.6 241.3 241.5 
iccount- 4 Agricultural Implements............ 318.0 246.5 288.4 294.7 5 Investment Trusts... 7 103.8 84.8 103.0 103.8A 
at the 10 Aircraft (‘27 Cl.—100) ............. 339.1 252.8 305.2 316.7 3 Liquor (‘27 Cl—100).. aiscsseee DAMON 1066.6 1124.0 1090.3 
1 th 7 Air Lines (‘34 Cl.—100).............. 803.9 634.0 758.2 767.2 11 Machinery .. cle meres 177.7 214.0 222.9A 
an me RB VAMUSBDMBIRS. 5 oseckcsiés2 ccssicccvasceos> 1125 86.6 101.8 99.3 eC” en ee 152.0 125.3 125.3 128.0 
volume 10 Automobile Accessories ............ 257.6 216.2 236.9 244.0 3 Meat Packing .. ntcgiritas ee 85.7 100.2 99.0 
o have CUR OOS | Se ee 46.3 36.1 40.6 40.6 13 Metals, Miscellaneous . eee 314.8 233.0 300.0 307.4 
3 Baking (‘26 Cl.—100)................ 23.2 21.0 22.0 21.8 4 Paper .... BE rere 344.3 396.7 419.5A 
3 Business Machines ...... ance Mel 300.8 398.3 394.3 28 Petroleum 3 . 476.4 355.0 465.1 476.4A 
2 Bus Lines (‘26 Cl.—100).. sscesy Rd 150.6 157.4 153.6 30 Public Utilities ....... 165.9 142.5 165.9 165.9A 
in De- Pe HMI FNAID cess casccin oss cavictoe ocines 427.8 326.0 414.8 413.1 9 Radio & TV (‘27 Cl. —100) ome 26.6 31.1 32.7A 
en DB] 3 Coal Mining ooo... 18.3 13.2 14.5 14.3 8 Railroad Equipment . . 73.8 57.5 64.3 63.0 
st 9,824 | Fo} 4 Communications 0. 725 58.3 66.9 67.6 | 24 Railroads | ua 454 34.2 424 42.5 
in De- | | 9 Construction ............ peer cntiae, 60.2 67.8 68.9 eer 41.0 34.3 38.2 39.3 
fay Car A PRGONGAOMRE. fo i.c¢<.cccieccsssocss-c4cica- 376.5 487.0 490.4 3 Shipbuilding 186.0 139.1 181.0 182.6 
lean Corner G BIGSS.....6.:sceccsecsncccevess NAD 126.3 165.4 169.5 3 Soft Drinks ... sc: See 303.5 313.6 313.8 
iicsiag 2 Dairy Products ............cccc0: . 85.7 75.9 85.7 85.7 14 Steel & Iron .... 169.5 1341 1548 157.8 
ute the 5 Department Stores ............0.000... 84.5 64.5 65.3 64.6 So Sagar’ ............<. 77.6 66.5 72.5 70.3 
» insuffi- 6 Drugs & Toilet Articles.............. 235.0 209.4 230.5 233.1 2 Sulphur ... acéeeesevs | QGMnel 425.3 616.3 596.0 
r build- 2 Finance Companies .................. 320.3 243.0 308.1 309.1 5 Textiles ........ ecsssecesseseen Maal 189.3 191.3 189.5 
sr 3,309 MW FOGG BV CHNEUD: 5.00 5c5cce8es0siceckesscsess OO 171.4 176.8 176.8 3 Tires & Rubber see 75.3 51.2 72.4 73.2 
4 POO HORRE: 5s. 6cdecscccsescetaresutcces 118.4 98.5 100.4 98.5Z 6 Tobacco .......... 86.7 75.3 85.9 85.1 
ancella- | | 3 Furnishings .......... ai |! ae 61.8 61.8 2 Variety Stores .. 325.6 301.1 3164 319.6 
rich fell BR Ge! Gold Ming, .....::<.0ss.c0jscss-esctcoese 779.8 _ 579.3. 679.5 660.9 18 Unclassified ('49 Cl.—100) 127.3 109.4 118.6 118.6 
1, 1952 A—New High for 1951-’52. Z—New Low for 1951-’52. 
order a 


FEBRUARY 9, 1952 
STREET 








Trend of Commodities 





The trend of commodity futures has been featureless since 
early December when many commodities reached their highs 
since May. Changes during the past two weeks have been 
small with the Dow-Jones futures index closing at 190.76 on 
January 28 compared with 189.90 on January 14. Wheat 
and corn were slightly higher during the past fortnight while 
oats, soybeans, cotton and fats and oils were lower. The May 
wheat future closed at 254% on January 28, up % cent in 
two weeks time. Wheat prices are quite sensitive to export 
developments and it appears that Argentina, usually a big 
exporter, may actually have to import some wheat this year. 
Then again the price of wheat is not high enough to induce 
withdrawals from the government loan so that a tight situ- 
ation may develop despite the outlook for increased planting 
this year. Cotton futures have eased by 30-40 points in the 


past two weeks and a Census Bureau report that ginnings to 
January 16 totalled only 14,508,000 bales failed to reverse 
the trend. Estimates of the 1951 acreage are beginning to 
appear and plantings this year may not fall much below 
1951 results. The main reason for price weakness is the 
dormant state of demand for textiles with many cotton gray 
goods items quoted at or below pre-Korean levels while raw 
cotton is almost 8 cents a pound higher. However many textile 
interests are expecting an up-turn in demand in the near 
future. Fats and oils have been weak with cottonseed oil 
down 1 cent and lard %-'2 cent lower since January 14. 
Heavy supplies of these commodities weigh on the market 
while foreign countries, in short supply in previous years, 
are now able to export these commodities and can undersell 
us. Thus, proposed restrictions on imports induced selling. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


3 Mos. 1 Year Dec. 6 
Ago Ago 1941 
329.4 386.1 156.9 
336.9 432.6 157.3 
325.0 358.7 156.6 


Date 2 Wks. 
Jan. 25 Ago 

322.8 324.2 
333.8 331.9 
315.8 319.2 


28 Basic Commodities 
11 Imported Commodities 
17 Domestic Commodities .... 


Dec. 6 
194) 
163.9 
169.2 
148.2 © 


Date 2 Wks. 
Jan. 25 Ago Ago Ago 
7 Domestic Agriculture 354.6 356.1 354.4 402.1 
Ne IMM Sots sane cecevaassititaas Gaia . 362.3 361.7 366.7 390.4 
TG RaW Materials «....:..:.ccicsccscsercses SIR CIS S15.) 3629 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1951 1950 1947 1945 1941 1939 
214.5 304.7 164.0 95.8 74.3 78.3 
174.8 134.2 1264 836 587 61.6 
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1924-26 equals 100 
1947 1945 1941 1939 


184.4 111.7 88.9 67.9 
123.0 986 58.2 48.9 
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1951 1950 


215.4 202.8 
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1937 


86.6 
54.6 


1938 


57.7 
47.3 


THE MAGAZINE OF WALL STREET 





nnings to 
> reverse 
inning to 
h below 
ss is the 
ton gray 
vhile raw 
ny textile 
the near 
seed oil 
vary 14, 
> market 
Js years, 
undersell 


ng. 





Year Dec.6 
igo =—-194) 
02.1 1639 
90.4 169.2 
82.9 148.2 











938 1937 
57.7 866 
47.3 546 


STREET 


Copperweld Steel Co. is planning to spend between 
$6 million and $10 million to expand its Warren, 
Ohio, electric furnace plant. Plans call for installing 
facilities for producing high-alloy seamless tubing of 
which there is an acute shortage. Its ten electric fur- 
naces at Warren have a rated ingot capacity of about 
500,000 tons, making it one of the nation’s largest 
electric furnace plants. It is understood the company 
has applied to the National Production Authority for 
certificates of necessity and has completed financing 
arrangements. 


Syvania Electric Products, Ine. has been awarded 
a contract by the Atomic Energy Commission for 
an expanded program of research and development 
in the field of nuclear reactor materials. The work 
will be carried out by Sylvania’s Atomic Energy 
Division, a new unit. The firm is now building a 
large laboratory to house the new division. Because 
the work is classified, no details are given except 
that it will have application in both military and 
non-weapon fields. 


Canadian Pacific Railway has placed an order for 
500 50-ton steel box cars with Pullman-Standard Car 
Manufacturing Co. The new equipment will cost an 
estimated $3 million and C.P.R. expects to begin 
receiving the cars starting in August. 


Mueller Brass Co. has purchased all the outstand- 
ing stock of Valley Metal Products Co. of Plainwell, 
Mich. The purchase price was not disclosed. The 
latter company makes aluminum windows and other 
aluminum products. Mueller makes brass forgings, 
brass and copper rods, tubes, castings, screw 
machine parts and other products. 


Tennessee Coal & Iron Division of U. S. Steel Corp. 
soon will begin receiving the first test shipments of 
what may eventually lead to large tonnages of Lake 
Superior district iron ore. The northern ores, con- 
siderably richer in iron content than ores mined in 
the Birmingham district, will be blended with local 
ores to raise the output of the division’s blast fur- 
naces. The Birmingham ores run to about 37% iron 
whereas the Lake Superior ores contain 57% iron. 


International Telephone & Telegraph Corp. has 
taken a major step in the development of television 
in Latin America. Orders have been received from 
Mexico for two complete television broadcasting sta- 
tions for the cities of Monterrey and Guadalajara. 
Most of the equipment will be supplied by Federal 
Telecommunication Laboratories, Inc., Nutley, N. J., 
a subsidiary. The new stations, which will operate 
under U.S.-Mexican broadcast standards, are sched- 
uled to go on the air before the end of this year. 


Parke, Davis & Co. plans to expand its world- 
wide facilities substantially over the next five years. 


FEBRUARY 9, 1952 


This will include a new plant nearly completed at 
Holland, Mich., new laboratories in Buenos Aires, 
Australia, Havana, Canada and several other domes- 
tic and foreign locations. In addition, plans are being 
completed for the manufacture of some of the com- 
pany’s products in India, Germany, Italy and Japan. 
These moves are based on the rapidly changing atti- 
tude of governments and peoples throughout the 
world towards public health. 


United States Plywood Corp. has perfected a new 
portable high-frequency electric gluing unit that 
“spot welds” plywood panels in place within a matter 
of a few minutes. The new method completely elimi- 
nates the use of exposed surface nails. While it 
formerly required from four to six hours for glued 
panels to set, the new machine causes the glue to 
set almost immediately. High-frequency electric glu- 
ing is now commonplace in the furniture and cabinet 
industries. The use of portable units is compara- 
tively new. The electric units, it is claimed, are safe 
and simple to use and require only the normal 
110-volt current. 


Firestone Tire & Rubber Co. has developed a new 
fluorinate plastic resin, resistant to the most highly 
corrosive chemicals and impervious to salt. The new 
resin has been specified by the Air Force as a pro- 
tective coating for the exterior of large tank trailers 
used in transporting fuming nitric acid. Possessing 
properties considered unique in the protective coat- 
ing field, the new product can be applied as a 
lacquer. This gives it an advantage over other mate- 
rials of this type having the same acid, heat and 
moisture vapor resistance. Application is a simple 
brushing, spraying or dipping operation and it can 
be used on metals, wood, plastics and rubber-like 
products. Production is being used entirely for mili- 
tary and defense purposes at this time. 


Eastman Kodak Co. has started a new chemical 
plant in East Texas. Present plans call for 28 build- 
ings located on a 2400-acre site near Longview, Tex. 
Twenty-one of the buildings are now complete. Con- 
struction of the new plant is one of the major 
current steps in the company’s continuing program 
for the development of new and improved plants, 
processes and products. Since World War II, $225 
million has been devoted to this program. 


United Air Lines, Ine. is about to receive for 
delivery and testing the world’s newest airliner— 
the first Convair-Liner 340, which has rolled off the 
assembly line at San Diego, Cal. Forty of the twin- 
engined, pressurized transports have been ordered 
by United at a cost of approximately $23 million. 
The planes are manufactured by Consolidated Vultee 
Aircraft Corp. The new airliners will be introduced 
on the company’s 13,250 mile system sometime this 
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summer. They are especially designed for fast, effi- 
cient service between the intermediate citis. Addi- 
tion of the Convair-airliners will increase capacity 
by 25% in 1952. 


Gulf Oil Corp. has let contracts for the construc- 
tion of a new sulphuric acid plant and polymeriza- 
tion plant to be erected at the Port Arthur, Tex., 
refinery. The new acid plant will have a capacity of 
300 tons a day. This plant will substantially con- 
serve sulphur through its recovery facilities and will 
make the refinery largely self-sufficient in respect to 
acid supply, which is particularly vital at present in 
the manufacture of high octane gasoline for the 
defense program. The acid is also used in the treat- 
ment of petroleum distillates, such as certain lubri- 
cation stock and naphthas. 


International Nickel Co. of Canada, Ltd., has 
announced completion of a 714 mile pipeline through 
which the bulk concentrate from 3,650,000 tons of 
nickel-copper ore is being pumped annually from its 
newly-built Creighton concentrator to its reduction 
plants at Copper Cliff. It is believed that never 
before has concentrate been carried by pipeline in 
such quantity over such distances. An official of 
the company has stated that “the pipeline reduces 
the time required to transform nickel ore into refined 
nickel. Further, the economies resulting from pipe- 
line transportation, together with other economies, 
have made possible the working of lower-grade 
Creighton ore which is now contributing to the 
availability of nickel for the defense production 
needs of the free world”’. 


United States Rubber Co. now is manufacturing 
on a large scale ducting systems for chemical plants 
made of tough corrosion-resistant plastic through its 
mechanical goods division. Tanks, liners, trays, 
hoppers, feeders, fume exhaust hoods, washers, 
stacks fume troughs and gutters are being specifi- 
cally engineered for the handling of acids, alkalies 
and other basic chemicals. The company uses a blend 
of styrene plastic and acrynolonitrile rubber as 
major construction material because it combines the 
three desirable properties of dimensional stability, 
toughness and chemical resistance. The finished ducts 
are cheaper than stainless steel and are more dur- 
able than ordinary galvanized metal or wood. Be- 
cause of their relatively light weight they are more 
easily installed than metal or composition ducts. 


A very interesting development affecting the steel 
industry is the modern electric drive that General 
Electric Co. is building to replace the famous old 
steam engine of the Aliquippa, Pa., blooming mill of 
the Jones & Laughlin Steel Corp. This 12,000-horse- 
power electric unit will be the nation’s most powerful 
reversing mill drive for converting ingots into 
blooms. The change-over requires many complex 
preparations and is expected to be completed some 
time in 1953. 


Robert Gair Co., Inc. has announced completion of 
its new large shipping container factory at Teter- 
boro, N. J. Most of the firm’s shop workers at the 
Bogota plant will move to the new Teterboro facility. 
The Bogota paper board mill, integrated with the 
present box shop, will be devoted to the manufacture 
of solid fibre shipping containers. A large portion of 
these will be used for military purposes and for 
making expendable paper pallets. 
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Commonwealth Edison Co. has added an 11,000 
kilowatt unit at the Waukegan, III., generating sta- 
tion of the Public Service Co. of Northern Illinois, 
thereby increasing Commonwealth Edison’s total 
electric generating capacity to 3,062,000 kilowatts, 
The new unit, which took about three years to build, 







has been undergoing tests and is the sixth added by : 


the company since the end of World War II. 


Pennsylvania Railroad Co. is placing approxi- 
mately $50 million with banks and insurance com- 
panies to pay for most of its recent $60 million 
order of locomotives and freight cars. The balance 
will come in the form of conventional equipment 
trust financing in 1953. The total financing will 


cover 180 diesel-electric locomotive units costing $30 F 
million and 4,000 freight cars costing about the F 


same amount. 


Hooker Electro-Chemical Co. is starting construc- | 
tion on its projected $12 million caustic soda plant. ~ 
This is scheduled for competion by mid-summer. This ~ 
is part of the company’s general expansion program be 
and is expected to add considerabiy to future sales, | 


Leadridge Mining Co., Ltd., a subsidiary of St. 
Joseph Lead Co. has announced execution of agree- 
ments with Amex Athabasca Uranium Mines, Ltd., 
and Aurora Uranium & Gold Mines, Ltd., covering 
the prospecting and development of the properties 
controlled by Amex and Aurora. These two latter 
own concessions granted by the Provincial govern- 
ment which are adjacent to the uranium properties 
of Eldorado Mining Co., an agency of the Canadian 
government. It is understood that substantial sums 


will be spent by Leadridge on each of the two con- | 


cessions in exploration and development. 


The E.I. du Pont de Nemours & Co. has developed 
a new film which the company claims has unusual 
strength, heat resistance and insulating qualities. 
It is expected to have a wide variety of new indus- 
trial uses. Trade-marked “Mylar”, the new offering 
is similar to cellophane, but with properties that 
appear to make it suitable where cellophane and 
other commercial films are not adaptable. The new 
film is chemically similar to du Pont’s latest syn- 
thetic textile fibre, daycron. The most promising 
immediate field appears to be electrical insulation, 
according to the firm’s announcement. 


Brooklyn Union Gas Co. expects its heating load 
to increase more than 200% by 1956, with 30% of 
the one and two-family houses in its territory heated 
with gas by the end of 1955, compared with 10% 


at present. The company will be sending out a daily : 


2 
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maximum of 152 million cubic feet of gas for heat- | y 


ing in four years, according to company estimates, ; 
and the load for other uses than heating is likely | 


to grow at a rate of 500 million cubic feet annually. 


The Civil Aeronautics Board has been asked to | 
approve a merger between Braniff Airways, Inc. and | 
Mid-Continent Airlines. The merger proposes that | 
Mid-Continent be absorbed into Braniff’s system. | 
Mid-Continent stockholders would receive one share | 


of Braniff stock for each one and one-half shares of 


their stock. Braniff operates throughout the Middle f 
West and southward to South American points such > 
as Lima, Peru, Rio de Janeiro and Buenos Aires. | 
Mid-Continent’s route is much smaller than Braniftf’s 
and serves Houston and New Orleans in addition to F 


several large mid-Western cities. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 


2 
addressed envelope. 


envelope. 


. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


B 4. No inquiry will be answered which is mailed in our postpaid reply 


5. Special rates upon request for those requiring additional service. 





Nash Kelvinator Corporation 


“How did price and material controls 
handicap operations of Nash Kelvinator 
in 1951? Also please comment on work- 
ing capital position and dividends paid.” 

R. P., Lansing, Michigan 


Despite price and material con- 
trol handicaps, Nash-Kenvinator’s 
production and sales for the fiscal 
year ended September 30, 1951, 
compared well with the previous 
year’s record totals. 

Net earnings amounted to $16,- 
220,173, or $3.73 per share after 
provision for state and Federal 
income taxes. This compared with 
adjusted net income of $28,836,- 
326, or $6.64 per share, for the 


_ previous year. Net sales for the 


1951 fiscal year totalled $401,148,- 
298, a decline of 6% from the 
previous year’s record total. 

A total of 177,613 Nash cars 
were produced in the 1951 fiscal 


/ year compared with a record total 


of 178,827 cars in the previous 
year. Kelvinator appliance pro- 
duction totalled 678,039 units 
against 803,600 in 1950. The 
favorable showing of the Nash 


Kel- 
vinator production was affected 
by shortages of materials, espe- 
cially during the first half of the 


1952 


over the adjusted total at the end 
of the previous fiscal year. Divi- 
dends of $2.50 per share were 
paid in 1951 fiscal year compared 
with $2.95 in the previous year. 
Nash will be engaged in 1952 on a 
dual program of civilian and mili- 
tary production, the latter con- 
sisting of manufacture of R-2800 
“Double Wasp” Pratt & Whitney 
aircraft engine. Production will 
be in new plant now under con- 
struction, and in parts of existing 
plants. Cost of new construction 
estimated at approximately $9 
million, is being financed by the 
corporation with a_ substantial 
portion subject to accelerated de- 
preciation over a five-year period. 


West Virginia Pulp & 
Paper Company 

“IT understand my subscription en- 

titles me to some information. Most of 

my investments are in chemicals and oils. 

I would like to know recent earnings of 

West Virginia Pulp & Paper Company, 
dividends and outlook.” 

A. T., Chester, Pa. 


West Viriginia Pulp & Paper 
Company produced and sold more 
paper, pareboard and chemicals 
during fiscal year 1951 than for 
any year in its history, but net 
income for the period dropped $2 
million. 

For the fiscal year ended Octo- 
ber 31, 1951 net income was $10,- 
326,000, compared to $12,262,000 
in 1950. These earnings amounted 
to $10.80 per share in 1951, as 
compared to $12.93 in 1950. The 
decline in earnings was the result 







of a rise in Federal taxes which 
increased the company’s income 
tax burden from $8 million in 
1950 to $13,500,000 in 1951. 

Paper and paperboard sold dur- 
ing the year increased by 11%, 
from 682,000 tons in 1950 to 755,- 
000 tons in 1951 and dollar pro- 
ceeds from such sales rose 22%, 
from $89,500,000 in 1950 to $109,- 
400,000 in 1951. Sales of chemical 
products manufactured by the 
company increased by 18% from 
$5,900,000 last year to $7,000,000 
for the fiscal year just ended. 

From the net income of $10,- 
326,000 realized in 1951, the com- 
pany distributed $4,189,000 in 
dividends, at the regular rate of 
$4.50 per share on the preferred 
stock and $4.00 per share on the 
common, compared to $5.00 in 
1950. 

The remaining $6,137,000, to- 
gether with $5,389,000 provided 
during the year for depreciation 
and depletion, was commingled 
with general funds and, used 
among other things, to pay for the 
company’s continuing program of 
plant improvement and to carry 
the larger inventories and larger 
accounts receivable required by 
an increasing volume of business. 

Since the end of World War II 
the company has carried on an 
extensive modernization and im- 
provement program. The pro- 
gram, which has cost approxi- 
mately $70 million to date, thus 
far has been financed out of the 
company’s own resources. Heavy 
taxes have seriously diminished 
the flow of earnings expected and 
needed to finance the program for 
the future. This has made it neces- 
sary for the company to consider 
going to outside sources for 
money in order to continue its 
improvement program, leading it 
to a decision made late in the 
year to borrow $20 million by 
issuing debentures and to raise a 
standby credit of up to $15 mil- 
lion more in order to have ade- 
quate funds on hand as needed. 
Prospects over coming months 
appear favorable. 
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Emerson Radio & 
Phonograph Corporation 

“It is well known that the television 
and radio industry was adversely af- 
fected last year for various reasons and 
therefore, am interested in finding out 
how Emerson Radio & Phonograph Cor- 
poration fared. What were their divi- 
dend payments last year and what is 
the outlook for this company over com- 


ing months?” 
H. A., Norwalk, Conn. 


Net income, after taxes, of 
Emerson Radio & Phonograph 
Corporation for the 12 months 
ended October 31, 1950 amounted 
to $3,592,397 or $1.85 per share 
on 1,935,187 shares of capital 
stock outstanding, as compared 
with $6,514,716 or $3.36 per share 
for the 1950 fiscal year on the 
same number of shares. During 
the 1951 fiscal year, the company 
paid cash dividends of $1.00 per 
share, or an aggregate of $1,935,- 
187. This compared with cash 
dividend payments in 1950 fiscal 
year which, on the basis of shares 
now outstanding, amounted to 72 
cents per share. 

The television and radio in- 
dustry was affected by a number 
of adverse factors during the past 
year, but Emerson’s civilian busi- 
ness continues relatively good 
under prevailing conditions. 

Emerson is assuming an in- 
creasingly important role in the 
current defense electronics pro- 
gram. Defense agencies for which 
the company is working include 
the Army Signal Corps, Army 
Ordnance Department, Corps of 
Engineers, Army Air Force, Navy 
Bureau of Ships, Navy Bureau of 
Aeronautics and the Ordnance 
Development Division of the Na- 
tional Bureau of Standards. 

At the beginning of 1952, com- 
pany was in an excellent position 
and the outlook is encouraging. 
Television and radio receivers are 
in increasing demand because of 
a number of factors. These in- 
clude the relaxation of credit re- 
strictions; the completion of 
coast-to-coast microwave TV pro- 
gram relay facilities with further 
network extensions expected in 
1952; and technical improvement 
in equipment for use of films on 
TV which is bringing fine pro- 
grams to more and more com- 
munities. Stations have been 
granted more power, and tele- 
vision receivers have been made 
more sensitive so that the area 
of utility has been substantially 
increased. Almost half of the 
receivers in current use are 
equipped with small screens so 
that the second set or replace- 
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ment market should continue in 
rapidly developing trend. 

Insofar as Government business 
is concernec, substantial orders 
for military electronic equipment 
are now on Emerson’s books and 
military production will greatly 
increase in importance. 


Glidden Company 


“My broker tells me that Glidden Com- 
pany is a growth situation. I therefore 
would welcome information on the com- 
pany, financial position and recent major 
accomplishments.” 

O. C., Bangor, Maine 

Net sales of Glidden Company 
for the fiscal year ended October 
31, 1951, reached a record level 
of $228,522,503. These sales were 
21.2% higher than 1950 and 13% 
above the 1948 level, the previous 
high sales year. 

Net profit after taxes and all 
charges was $8,313,868, compared 
to $8,561,660 in 1950, and equal 
to $3.65 a share on the 2,280,238 
shares outstanding on October 
31, 1951. The slightly lower net 
for 1951 resulted from a 31% 
increase in the provision for in- 
come taxes, which this year 
amounted to $7,687,000. The com- 
pany’s operating profits were the 
highest in its history. Final net 
profit before taxes amounted 
to $16,868,000, an increase of 
$1,563,208 over 1950. 

Among the major accomplish- 
ments of the year were: Success- 
ful negotiation of a $10 million 
long-term loan at a rate of 3%, 
which made possible the return 
of short term borrowings and put 
the company in an excellent posi- 
tion to meet the demand for in- 
creased working capital. 

Second: The redemption of all 
the 414% convertible preferred 
stock, leaving only common stock 
outstanding. 

Third: The working out of 
plans for the development of the 
Glidden Consolidated Zinc Mines 
property in California. An agree- 
ment with the Defense Minerals 
Administration of the Depart- 
ment of Interior has been signed 
by which the Government has 
agreed to pay one half the cost 
of exploratory diamond drilling. 
These mines were closed some 
years ago when the price of zinc 
concentrate dropped to $33 per 
ton. 

Prospects for these properties 
are bright, according to Glidden’s 
president. 

Working capital of Glidden on 
October 31, 1951 totalled $46,416,- 
236, an increase of $7,996,199 





net worth increased $3,544,492 to 


$69,738,651. 

Company’s inventories are well 
balanced and exceptionally low in 
relation to sales volume. Gross in- 
ventories of $34,337,126, before 
deduction of Lifo reserve are 
$759,080 below last year. Net 


plant additions during the year | 


amounted to $4,499,196, raising 


the total of additions since 1946 | 


to $21,456,383. Among the im- 
portant additions in 1951 was the 


new titanium plant at Baltimore | 
which is now in full production. — 
Glidden’s wholly owned Canadian | 


subsidiary enjoyed a highly satis- 
factory year, with a profit gain 
before taxes of 42%. Dividends, 
including extras in 1951, totalled 
$2.25 a share against $2.10 in 
1950. Outlook for the company 
continues favorable. 


Servel Inc. 


“T hear that Servel Inc., operated at a 
loss last year and I wish to know the 
reason why. Please give me the facts 
and also has the company any defense 


orders?” 
K. N., Miami, Florida 


Higher operating costs and re- 
duced public buying due to Gov- 
ernment restrictions on install- 
ment sales resulted in a loss of 
$988,766 to Servel, Inc. in the 
fiscal year ended October 31, 1951. 
The company had a net profit of 
$2,732,381 in the 1950 fiscal year. 

The company showed a loss of 
69 cents on each of its 1,764,745 
shares of common stock in the 
latest fiscal year compared with a 
profit of $1.45 in 1950. Sales for 
the 1951 fiscal year were $46,088,- 
689 compared with $57,333,511 in 
1950. The reduction in public buy- 
ing started in May of last year, at 
a time when household refrigera- 
tors normaly show a seasonal rise, 
and continued for the remainder 
of the year. 

Servel now has substantial con- 
tracts for defense work and the 
huge new plant for the manufac- 
ture of Republic F-84 Thunderjet 
fighter plane wings started oper- 
ating in December. Ground for 
this building was broken March 
1, 1951. Production of large cal- 
ibre steel cartridge cases for U. S. 
Army Ordnance also began in De- 
cember. 

When production volume 
reaches the maximum scheduled 
rate, the total volume of civilian 
and defense sales should reach a 
level higher than the company’s 
combined sales at any previous 

(Please turn to page 548) 
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Throughout the 24 counties served by The Dayton Power 
and Light Company, the problems of the postwar years have 
been successfully met. 

By the end of 1951 construction restrictions resulting 
from World War II had been overcome. New territories 
acquired in 1945 and 1948 had been integrated. These 
accomplishments, each a major achievement, offer examples 
of what the American team of labor, capital and manage- 
ment can do in abnormal times, 

The five-year postwar expansion program (1946-1950) 
cost $75,227,000. The second five-year program, now under 


...@ year of balanced progress 
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The Dayton Power and Light Company Annual Report reveals 
strength and stability, gives assurance of continued growth 


way, resulted in an outlay of $20,400,000 in 1951, and 
will require an additional $38,000,000 for 1952 and 1953. 

The annual report shows an increase in operating rev- 
enues from $22,961,000 in 1945 to approximately $49,000,- 
000 in 1951. The sale of electrical energy increased from 
874,774,000 kilowatt hours in 1945 to 1,750,000,000 kilo- 
watt hours in 1951. The thousands of cubic feet of gas sold 
increased from 9,820,000 in 1945 to 24,410,000 in 1951. 

The financing of this program not only produced the 
necessary funds, but also improved the balance in capital 
structure. The accompanying chart illustrates the results. 


WE WILL BE PLEASED TO MAIL YOU A COPY OF OUR 1951 ANNUAL REPORT 


a balanced capital structure 
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The Political and Economic 
Aspects of the Schuman Plan 





(Continued from page 521) 


required—several billion dollars— 
some of which will have to come 
from the outside. This money will 
be easier to borrow, particularly 
for the modernization and the ex- 
pansion of the Ruhr coal mines 
and coke ovens, by way of the 
High Authority Council than 
directly by the West German steel- 
works and coal mines. 





The Stake of American 
Companies in Canadian Oil 





(Continued from page 529) 


The discovery is significant be- 
cause, heretofore, despite the 
expenditure of $30 million in 
Saskatchewan by the oil industry, 
there was nothing but failure to 
show in the search for commerci- 
ally profitable medium-grade oil. 
According to the company, drill- 
ing on the successful well was car- 
ried to completion in order to ob- 
tain a 50% interest in 941,000 
acres of crown permits held by 
Western Prairie Exploration, Ltd. 
The company already owns a 25% 
interest in the tract, with an op- 
tion to purchase 25% additional 
from Woodley Petroleum, which 
in turn holds a 55% interest. It 
is understood that Southern Pro- 
duction Co. owns a 20% interest. 

In relation to Socony’s far-flung 
interests, its Canadian ventures 
are not large. However, they are 
consistent with the policy of the 
company to continue its expansion 
of crude oil production, rendering 
it less dependent than heretofore 
on purchases from outside sources. 

Texas Co. already has a con- 
siderable production of oil from 
its Canadian holdings, amounting 
to over 500,000 barrels annually. 
Most of this production comes 
from the Redwater and South 
Leduc fields in Alberta. The com- 
pany owns 56.3% of the stock of 
McColl Frontenac which, while 
principally a refiner and distrib- 
utor, also owns potential oil-bear- 
ing lands which it is commencing 
to develop. Texas Co., all told, con- 
trols over 5 million acres in West- 
ern Canada. In addition to its oil 
deposits, it also has substantial 
properties of natural gas. 

Gulf Oil Corp., through the 
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Canadian Gulf Oil Corp., 100% 
owned, has very extensive hold- 
ings, with 3 million acres in Al- 
berta, 850,000 acres in Saskatche- 
wan, and a one-fourth interest in 
3 million acres in British Colum- 
bia. The company is understood to 
have substantial production from 
wells newly completed but trans- 
portation problems are a handi- 
cap. Two of the fields in which it 
is operating in Alberta—Stettler 
and Big Valley—apparently have 
great promise. 

Standard Oil Co. of California, 
through the California Standard 
Co., 100% owned, has substantial 
oil reserves in Alberta, especially 
in the new fields near Edmonton. 
Additional wells are now being 
drilled in this region. The com- 
pany is also active in Manitoba 
which gives indications of becom- 
ing an important center of drilling 
activities in the near future. It is 
further carrying on some explora- 
tory work in remote areas of the 
Far North. 


Space does not permit further 
description of new developments 
of other American companies op- 
erating in Western Canada. How- 
ever, attention should be called to 
Continental Oil Co. which, through 
its subsidiary Hudson’s Bay Oil & 
Gas Co., Ltd., has brought in its 
fourth successive well in the 
Bashaw field, an offshoot to the 
rich Leduc fields. Also, Shell Oil 
Co. which in partnership with 
Shell Caribbean Petroleum Co., 
through a subsidiary, has rights 
to more than 7 million acres in the 
Peace River district of Alberta, 
and in Manitoba and Saskatche- 
wan. Finally, there is Union Oil 
Co. of California, which is con- 
ducting an exploratory program 
in British Columbia, Manitoba 
and Saskatchewan. 





Outlook for the 
Tobacco Industry 





(Continued from page 531) 


erate increase is expected in 1952, 
but as with other branches of the 
tobacco industry, higher income 
taxes will tend to shrink net earn- 


_ings moderately. An interesting 


development among the snuff 
manufacturers is the entrance of 
U. S. Tobacco Co., into the ciga- 
rette manufacturing field through 
its acquisition of most of the 
assets of Fleming-Hall Tobacco 
Co. This latter is a manufacturer, 
among other products, of the well- 





known denicotinized cigarette 
“Sano”, and “Encore” which is 
finding a large market under ag- 
gressive sponsorship. 

In the cigar and snuff field, 
present indications are that Gen- 
eral Cigar and Bayuk will im- 
prove their sales and profit mar- 
gins; and that Helme (Geo. W.) 
Co., and American Snuff will 
show moderate improvement over 
1951 earnings which, in turn, 
were below those of 1950. U. S. 
Tobacco has also probably shown 
a smaller profit in 1951 but the 
new development in the cigarette 
field holds considerable promise 
for the future. In the following, 
we give a brief analysis of several 
of the more important cigarette 
manufacturers, together with per- 
tinent statistics. Balance sheet 
figures for 1951 are not available 
as yet. However, the 1950 figures 
given are broadly representative 
of the present position of these 
companies as tobacco prices have 
been comparatively stable for a 
year. With firm parity prices 
established by the government, it 
is safe for the manufacturing 
companies to maintain a very 
large portion of current assets in 
the form of inventories, which 
under present conditions is, in 
reality, a form of cash. 


Successful Promotion By 
American Tobacco 


American Tobacco Co., with a 
total output of 131.5 million ciga- 
rettes in 1951 produced 31.4% of 
the nation’s cigarettes, and 
showed a gain of 8.2% over 1950. 
All of this gain came from the 
increase in sales of its long ciga- 
rettes, Pall Mall and Herbert 
Tareyton, its principal product, 
Lucky Strikes, showing a drop of 
3.3%. The aggressive sales pro- 
gram in the long cigarettes is 
having phenomenal success, thus 
helping to counter the competitive 
conditions which exist in the 
older-established products. 


Earnings for the first nine 
months of 1951 were $4.01 a share 
against $4.95 a share for the 
same period of 1950. Full year 
earnings for 1950 were $7.17 a 
share and it is estimated that 
final results for 1951 were about 
$6 a share. If the 8.2% gain in 
sales last year is continued into 
1952, gross volume of reeeipts 
should also increase, even with- 
out an increase in price. Net, 
however, will be affected by the 
higher taxes now prevailing. In 
any case, with the excess profits 
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exemption around $5.30 a share 
earnings should be well in advance 
of the current $4 dividend rate. 
In the past two years, the com- 
mon stock has ranged between 
7614 and 59 and is currently sell- 
ing at about 65, with a yield of 
about 6%. The lower prices now 
prevailing for the common stock 
are entirely due to an investment 
appraisal based on the cost-price 
squeeze mentioned earlier in this 
survey. Any indication by the 
OPS that it was prepared to give 
price relief would have an impor- 
tant upward effect on the stock. 

Liggett & Myers Tobacco Co. 
reported $5.19 a share for 1951 
compared with $7.05 a share the 
previous year. Higher taxes were 
mainly responsible for the de- 
cline. The sharpest drop in earn- 
ings occurred in the third quarter 
when they were $1.38 a share 
compared with $2.05 a share in 
the corresponding period of 1950. 
The outstanding feature in the 
Liggett & Myers sales situation is 
that its chief product, Chester- 
field, is just about holding its own, 
with a very slight gain for 1951, 
whereas its competitors, Camel 
and Old Gold, are forging ahead 
in percentage gains. However, the 
company’s long cigarette, Fatima, 
is meeting excellent response as a 
result of a strong advertising 
campaign. 

While earnings current are 
barely in excess of dividend the 
financial position is exceedingly 
strong and payments can be con- 
tinued indefinitely in view of the 
comparative stability of earnings. 
Any allowable increase in the 
price of cigarettes by the OPS 
would have a strong upward ef- 
fect on earnings. At present prices 
of about 69, the yield is 7.1%, 
quite attractive for a stock of this 
calibre. 


P. Lorillard Co. enjoyed a suc- 


cessful year in its sales of Old 
Gold, which increased 11.5% over 
1950. However, the company was 
unable to translate this increase 


in business into proportionate 
gains in net. Earnings for the 
first nine months of last year 


were $1.41 a share, compared 
with $2.69 a share for the full 
year 1950. On this basis, it is 
probable that last year’s earnings 
were not higher than $2 a share. 
Higher taxes and costs, as with 
the other tobacco companies, were 
accountable for the difference in 
net earnings. 

Unlike the other leaders, Loril- 
lard does not depend exclusively 
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Youll find you still have 
full braking power going 
down hill. 


When you stop—you stand 
still. There’s no creeping— 
no need to keep your foot on 
the brake. 


Today—on your new car you want Automatic 


Transmission. Once you get all the facts about Borg-Warner Automatics— 
beautifully engineered and produced by B-W’s Detroit Gear and Warner Gear 
Divisions—you will want to make sure you enjoy the everyday driving benefits 
of B-W engineering and production. 

For Automatic Transmission at its perfected best—for the simplest, most 


advanced no-shift drive ever developed—make certain the car you select is 
Borg-Warner equipped. 
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on its cigarette manufacturing; 
being well represented in cigars 
and manufactured tobacco, out- 
side of snuff. Its long cigarette, 
“Embassy” introduced in 1947 is 
being aggressively exploited but 
is still among the lesser brands in 
this growing field. 

The $1.50 dividend (30 cents 
quarterly plus a 30 cent extra) is 
being covered with a fair margin 
and should be secure in view of 
the strong financial position of the 
company. The stock has been in a 
moderate range for the past two 
years and at the current price of 
about 22 is selling midway be- 
tween the high and low. With a 
yield of 6.7% the stock qualifies 
for income and for appreciation, 
from a long-range standpoint. 

R. J. Reynolds Tobacco Co. has 
had to contend with higher costs 
and taxes and, thus, parallels the 
experience of the other tobacco 
companies. Earnings for 1951 
were $2.92 a share, compared 
with $3.73 a share for 1950. Espe- 
cially good results were obtained 


in the sale of ‘““Camels” which rose 
6% in 1951, the largest gain in 
standard-sized brands among the 
Big Five, with the exception of 
Old Gold. Sales of Camels now 


- amount to about 26.5% of the 
= nation’s total cigarettes. 


Dividends are at the rate of $2 
annually and should continue in 
view of the still ample margin of 
earnings and strong financial posi- 
tion of the company. At present 
prices of around 33, the yield is 
5.9%. 

Philip Morris & Co. will prob- 
ably earn between $5 and $5.50 a 
share in the fiscal year ended next 
March 31, based on the first nine 
months earnings of $3.73 a share 
and current estimates on the sale 
of Philip Morris cigarettes. Sales 
in 1951 were about 0.7% higher 
than in 1950 but showed a smaller 
proportion of U. S. production 
than in 1949. In 1950, they were 
10.1% of the nation’s total and in 
1949, 10.6%. The company is in- 
creasing output at its Louisville 
factory through new equipment 
and apparently expects improved 
sales in 1952. 

Dividends are at the rate of $3 
a share and last April a 5% stock 
dividend was declared. Though 
the percentage of Philip Morris 
sales has fluctuated in comparison 
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with other brands, the long-term 
trend seems upward. On that 
basis, the stock is an attractive 


holding. At present prices of 


about 48, the yield is 6.1%. 
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North American, Phelps Dodge, 
Public Service Electric & Gas, 
Socony Vacuum, Standard Oil 


(New Jersey), Sunshine Biscuits, | 


American Smelting, Sinclair Oil, 
Skelly Oil, Wilcox Oil, Superior 
Steel, Gulf States Utilities, Atlas 
Corp., Continental Oil, American 
Seating, Ashland Oil, Chicago 
Pneumatic Tool, Gulf Oil, Lane- 
Wells and Zenith Radio. 


Laggards 


Stocks now down anywhere 
from 15% to 40% from their 1951 
highs include Armco Steel, Amer- 
ican Locomotive, Beaunit Mills, 
Burlington Mills, Celanese, Chrys- 
ler, Curtis Publishing, Grand 
Union, Holland Furnace, Davega 
Stores, Daystrom, Divco, Schen- 
ley, Austin Nichols, Best Foods, 
Homestake, Pacific Mills, Pepsi- 
Cola, and Mack Trucks. As these 
two widely contrasting lists em- 
phasize, it remains a “market of 
stocks.” 


Lion Oil 

This company is roughly half 
oil, half chemical; and hence 
much less tax-sheltered than typi- 
cal oils. Earnings in 1951 prob- 
ably were little over $4 a share, 
against 1950’s peak $5.97. This 
explains why the stock has been 
stymied for some time. It is cur- 
rently at 4434, against early 1951 
high of 461% and a 1950 high of 
447%. However, the company is 
steadily improving its tax posi- 
tion by heavily increased outlays 
on oil-well drilling; and growth 
prospects in each of its two lines 
of business are bright. Dividends 
are on a $2 annual basis. There is 
more to be said for buying this 
stock, although some _ patience 
might be required, than for reach- 
ing for oil issues which have 
been “going to town” during the 
last year or more. 


Sutherland 


Due to higher taxes and con- 
version of the preferred shares, 
1951 earnings of Sutherland 
Paper probably fell 30% or more 
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from 1950’s record $3.83 a share. 
Dividends are likely to continue 
at the $1.50 regular annual rate. 
The main business is paper con- 
tainers. There has been some tem- 
porary inventory excess in the 
trade; but the company’s growth 
record has been outstanding and 
its longer-term outlook is promis- 
ing. At 2334, against 1951 high of 
2814, the stock is probably in a 
sound buying zone. 
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as a guide the market action of 
the respective stocks in recent 
months as well as at the present 
time. 

In addition to the 15 selected 
companies (please see table “Can- 
didates for Stock Splits’) there 
are a number of others worth 
mentioning that are in a position 
to split their shares. These are: 
Addressograph-Multigraph Corp., 
Brown Shoe Co. Inc., Deere & Co., 
Hercules Powder Co., Int. Busi- 
ness Machines Corp., Owens-Illi- 
nois Glass Co., and Pennsylvania 
Salt Mfg. Co. 

Our 15 candidates, for the most 
part, show a striking margin of 
earnings over dividends. In order 
of their appearance in the table, 
their estimated earnings for 1951 
compares with dividends as fol- 
lows: Aluminum, Ltd. estimated 
$9.50 a share, dividends $3.55; 
Amer. Cyanamid, $8 a share, div- 
idends $4; Atlantic Refining, $11 
and $4; Chicago Pneumatic Tool, 
$10 and $3.50; Cities Service, $15 
and $5; Corning Glass, $5 and $2; 
Dow Chemical, $6 and $2.40; Ken- 
necott Copper, $8.25 and $6; 
Monsanto Chemical, $5 and $2.50; 
Newmont Mining, $6 and $5; 
Rohm & Haas, $8.75 and $1.60; 
Standard Oil of Indiana, $8.80 
and $2.25; Texas Gulf Sulphur, 
$7.75 and $5.50; West Va. Pulp 
& Paper, $10 and $4, and Zenith 
Radio, $9.50 and $3. Of the above, 
it should be pointed out that New- 
mont Mining’s earnings come 
mainly from dividends from min- 
ing and oil stocks, and that neces- 
sarily the relationship in this case 
between earnings and dividends 
paid is unimportant as compared 
with the great rise in the value of 
the company’s stock portfolio. 

The above earnings-dividends 
ratio is given as one factor in the 
general expectation that these 
companies will split their shares. 
A second important factor is that 
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these stocks have acted well in the 
markets of the past few months, 
giving ground grudgingly even in 
poor markets. This may be ac- 
cepted as a clue that interests 
close to these companies expect 
favorable developments. 


Some Specific Analyses 


Of the 15 stocks listed, we here- 
with give a brief analysis of five 
that seem specially worthy of 
comment at this time: 

American Cyanamid Co. is one 
of the great “growth” companies 
of the United States, with a re- 
markable record of development 
of new products in the past few 
years. Among the newest and 
most important of these is acrylo- 
nitrine, a major raw material in 
the manufacture of certain types 
of synthetic fibres. To increase 
output of this and other products, 
the company is engaging in the 
construction of a new $47 million 
plant near New Orleans. This is 
part of the development of its 
petro-chemical interests. A new 


drug for the treatment of malaria 
has been perfected and is being 
produced in growing though as 
yet limited amounts at its Leder- 
les Laboratories division. The 
company is a leader in industrial 
and agricultural chemicals and is 
one of the important manufac- 
turers of aureomycin. The new 
hog cholera serum is also expected 
to contribute more heavily to 
future profits. 

Earnings reflect the basic mo- 
mentum of the company but have 
far from reached their peak, 
though high taxes at present have 
a limiting effect on net income. 
The stock advanced in the past 
year from a low of about 71 to a 
high of 133 and is currently sell- 
ing at 123. This price range and 
the impressive background of the 
company would indicate that the 
stock is a likely candidate for a 
split-up. 

Atlantic Refining Co. has mar- 
shalled its full resources in an 
intensive program of expansion 
and development, pursuant to its 

(Please turn to page 548) 
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long-range policy of improved in- 
tegration. The ratio of crude pro- 
duction to refining is mounting 
year by year with the result that 
the company is becoming less de- 
pendent on outside sources for its 
supplies. Venezuelan properties 
are being developed on a large 
scale with a great increase in pro- 
duction of crude. Similar activi- 
ties are reported in connection 
with the U. S. properties. Of 
future significance is the com- 
pany’s prospecting activities in 
Saskatchewan where it has a 
20% interest in drilling permits 
on 9 million acres. Of additional 
importance is the companys’ en- 
trance into the petro-chemical 
field. 

Earnings have averaged $10 a 
share for the past four years. The 
dividend has been raised in recent 
years to the current $4 a share, 
with a 20% stock dividend a year 
ago. On a comparative basis, At- 
lantic Refining seems underval- 
ued regardless of the possibility 
of a stock-split but the latter 
would seem a likelihood eventu- 
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ally, based on the company’s 
impressive earning power and 
steady growth. 

Kennecott Copper Corp.’s pros- 
pects should be viewed from the 
immediate standpoint of its pow- 
erful position in the copper in- 
dustry and, also, from the longer- 
range view of what its activities 
in titanium may mean. The com- 
pany has a capacity of 600,000 
tons of copper from its domestic 
and Chilean properties but this is 
being added to through a 28,000 
ton mine now being developed in 
the U. S. and further expansion 
in Chile. A 144,000 ton refinery 
has been put into operation in the 
past year, and its subsidiary, 
Chase Brass & Copper Co., has 
enlarged its facilities. Demand 
for the metal, of course, is at a 
maximum under the defense pro- 
gram. 


Titanium Interests 


Of great potential value is the 
company’s two-thirds holdings in 
the Quebec Iron & Titanium Co. 
(New Jersey Zine owning the re- 
mainder). The total investment in 
this enterprise is reported at 
about $30 million. Based on the 
large, waiting demand for this 
new metal, Kennecott should de- 
rive growing profits from this 
source in coming years. 

Earnings, estimated at $8.25 in 
1951, should be maintained in 
1952. The company, one of the 
lowest cost producers in the 
world, is extremely strong finan- 
cially and is employing its re- 
sources in new fields which lend 
strong support to the earnings 
base. Precedent for a split-up in 
the non-ferrous group was re- 
cently established when Ameri- 
can Smelting & Refining split the 
stock two-for-one. Based on Ken- 
necott’s established earnings, the 
growth possibilities and the im- 
pressive strength of the stock in 
1951, it would seem that Kenne- 
cott is in a position to split the 
stock. 

Standard Oil Co. (Indiana) has 
lagged considerably behind other 
oil stocks of equal calibre. Two 
features lead to the conclusion 
that the company will sooner or 
later follow other oil companies 
which have already split their 
shares. One is the excellently 
maintained earnings which were 
probably close to $9 a share in 
1951. The second is an increase of 
at least $90 million in the value of 
the company’s securities, among 
which it owns slightly less than 1 





million shares of SONJ stock, 
after a distribution of about 375,- 
000 shares to Indiana stockhold- 
ers last year. 


Cash dividends, the latest quar- 
terly being 6214 cents, are at an 
extremely conservative rate in 
comparison with earnings. This is 
a natural consequence of the com- 
pany’s extremely heavy capital 
expenditures, which amounted to 
$190 million last year. The gen- 
eral picture, therefor, is similar 
to that of other Standard Oil com- 
panies, notably Standard Oil of 
New Jersey and Standard Oil of 
California, which have decided to 
reward their stockholders through 
split-ups rather than through 
heavy cash dividends. 


Zenith Radio Corp. for the full 
year ended 1950 (fiscal year 
changed from April to calendar 
year) earned $17.22 a share and, 
it is estimated, earned somewhat 
under $10 a share in 1951. The 
drop was caused, partly by re- 
strictions in materials and partly 
by the decline in the television 
business last summer. However, 
since September, production and 
sales of television receivers have 
turned upward, with the factory 
inventory problem solved, accord- 
ing to officials of the company. 

As an important manufacturer 
of television and radio receivers, 
the company has kept abreast of 
the very latest developments. Of 
outstanding potentiality is 
Zenith’s pay-as-you-go system, 
Phonevision. This development is 
being watched very closely as it is 
considered that acceptance by the 
public, and especially the movie 
industry, of subscription tele- 
— will greatly broaden the 
field. 


Dividends of $3 a share are far 
below earnings established in the 
past few years. The small stock 
capitalization of the company, 
492,000 shares, would seem to in- 
dicate that eventually the man- 
agement will seek to broaden pub- 
lic participation in the shares 
through a stock split-up. 
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time. This rate is expected by 
summer of this year. 

Three divisions of the company 
showed a profit last year. Sales of 
the International Division were 
up 28% over a year ago, a profit 
was turned in by the All-Year Air 
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Conditioning Division and a small 
profit was shown by the Water 
Heater Division. 

The Household Refrigerator 
and the Commercial Electric Re- 
frigerator Division showed losses. 

Last dividend was 25 cents a 
share on March 28, 1951. 


Automatic Canteen Company 

of America 

“The undersigned has been a sub- 
scriber to your Magazine for several 
years. Please advise on net income of 
Automatic Canteen Company of Amer- 
ica and working capital position.” 

G. D., Seattle, Washington 

Consolidated net income of Au- 
tomatic Canteen Company of 
America, listed on the New York 
Stock Exchange, for the fiscal 
year ended September 29, 1951, 
was $769,580 compared with net 
earnings of $600,461 for 1950. 
This was an increase of 28% and 
was equivalent to $1.65 per share 
of common stock outstanding as 
compared with $1.33 in 1950. 

Net earnings before Federal 
income taxes for the 1951 fiscal 
year amounted to $1,777,580 com- 
pared with $1,040,461 for the pre- 
vious year. However, Federal in- 
come tax rates were again in- 
creased and, when applied against 
the company’s increased consoli- 
dated net earnings, resulted in 
taxes payable for the 1951 year 
of $1,008,000 as compared with 
$440,000 for 1950. Gross revenues 
of the company, including retail 
sales of Canteen Company, a 
wholly-owned subsidiary, totalled 
$36,737,087 in 1951 fiscal year as 
compared with $23,409,783 for 
1950. 

Automatic Canteen Company 
of America is engaged solely in 
wholesale operations. Canteen 
Company and other subsidiaries 
are distributors selling at retail 
and represent about 35% of the 
total retail business handled by 
all of the company’s distributors. 

Consolidated working capital of 
Automatic Canteen Company in- 
creased $857,903 during the fiscal 
year 1951, making total working 
capital of $1,886,236 at the end 
of the wear. 


_ Total long term indebtedness 
Increased to $3 million and re- 
sulted in an addition of $923,000 
to working capital, consisting of 
added cash funds of $778,000 and 
a reduction in current maturities 
of $145,000. 

Dividends of $1.00 were paid 
in 1951 and the 25 cent quarterly 
rate was also paid in 1950. 
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Sky-hunter with a heart of steel 


This guided missile — moving 
faster than sound — is one of 
America’s new weapons of de- 
fense. Three different kinds of 
Armco Stainless Steel are used in 
its construction — one an entirely 
new, Armco-developed stainless 
with extra-high strength and 
hardness. 

As one of the world’s largest 
producers of stainless and other 
special-purpose steels, Armco’s 
first job today is to help America 
arm. Beyond that we are con- 
tinuing, where possible, to supply 
special steels to manufacturers 
for home and industrial products. 

To help meet these growing 


needs, Armco’s steelmaking ca- 
pacity will be expanded to nearly 
five million tons by the end of 
this year. 

But stepped-up production is 
only part of what is happening 
at Armco. Not only more steels, 
but new steels are on the way. In 
keeping with Armco’s leadership 
in research, new types of stainless 
steels and specially produced elec- 
trical steels recently were added 
to the long list of Armco develop- 
ments. New uses for these and 
other special-purpose steels lend 
still greater promise of a ready 
and expanding market for Armco 
products. 


ARMCO STEEL CORPORATION oo SAMY 


Middletown, Ohio, with Plants and Sales Offices from Coast to Coast 
The Armco International Corporation, World-Wide 


W 
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able since the war. Whereas book 
value amounted to only $3.71 a 
share at the close of 1946, it has 
risen to an estimated $32 a share 
as of December 31, 1951. The im- 
provement in 1950 amounted to 
almost $9 a share, suggesting that 
earnings of close to $30 a share 
have been put back into the busi- 
ness in the last five years. 


Profitable operations 


in the 
post-war period have provided a 
much more satisfactory tax cush- 
ion than was available in World 
War II. Vulnerability to excess 
profits taxes cut earnings sharply 
in 1942-45, but it is estimated 
that the excess profits tax credit 
should prove sufficient to permit 
earnings of $8 a share or more 
before becoming liable to excess 
profits taxes under the present 
law. 

On December 4, Rayonier an- 
nounced completion of arrange- 

(Please turn to page 550) 
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of business February 15, 1952. 


Lwo 4 
CITIES SERVICE COMPANY 
Dividend Notice 


The Board of Directors of Cities Service Company has 
declared a regular quarterly dividend of one dollar ($1.00) 
per share on its $10 par value Common stock, payable 
March 10, 1952, to stockholders of record as of the close 


W. ALTON JONES, President 



























































INVESTMENT COMPANY 
OF ILLINOIS 


8 5 TH CONSECUTIVE 
DIVIDEND 
ON COMMON STOCK 


The Board of Directors declared 
a regular quarterly dividend on 
the Common Stock of 40 cents 
per share, payable March 2, 
1952, to stockholders of record 
February 15, 1952. 

D. L. BARNES, JR. 


q January 28, 1952 Treasurer 


Fi ing the C through na- 
tion-wide subsidiaries — principally: 


CONTINENTAL 


Cc CAN COMPANY, Inc. 


A regular quarterly dividend of fifty 
cents (50¢) per share on the common 
stock of this Company has been declared 
payable March 15, 1952, to stockholders 
of record at the close of business Feb- 
Truary 25, 1952. 


LOREN R. DODSON, Secretary. 





Public Loan Corporation 
Loan Service Corporation 
Ohio Finance Company 


General Public Loan 
Corporation 
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Inc 


A Prospectus describing the Come 
pany and its shares, including 
the price and terms of offer- 
ing, is available upon request. 


F. EBERSTADT & CO. INC. 


New York City 














Investment Study 
of Rayonier 





(Continued from page 549) 


ments with Prudential Insurance 
Co. for a long-term loan of $40 
million. Proceeds will be used to 
pay off existing loans of $10,250,- 
000 and to provide funds for fu- 
ture expansion. A new pulp mill 
is contemplated and application 
has already been made for accel- 
erated tax amortization. Accord- 
ing to Rayonier officials, there has 
thus far been no sign of any let- 
up in demand for the company’s 
cellulose pulp and products. Their 
belief is that operations will con- 
tinue at capacity levels through- 
out 1952. 

Recent market action of the 
stock has suggested confidence in 
long term growth and perhaps 
hope of a stock split. As may be 
seen, capitalization is modest by 
today’s standards, and a 2-for-1 
split would still leave common 
outstanding amounting to fewer 
than 2 million shares. Nothing, 
however, has been officially even 
hinted in this respect. 

Rayonier stock has experienced 
a better-than-average advance in 
the last year or two in reflecting 
enthusiasm over unusually satis- 
factory earnings. It would seem 
reasonable therefore to think that 
this movement had gone far to- 
ward discounting current favor- 
able operations, especially con- 
sidering the uncertain outlook for 
apparel lines where large quanti- 
ties of synthetic yarn are used. At 
recent price of 6714, the stock 
yields about 414% on the $3 divi- 
dend, not a high return under 
today’s market conditions but 
doubtless reflecting existing 
growth potentials if not the pros- 
pect of a higher dividend which 
could be readily justified by re- 
cent and prospective earnings. 
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Region-by-Region Check 
On Latest Shifts 
In Industrial Growth 





(Continued from page 510) 


agriculture and industry. Indus- 
tries are supported by a steady 
flow of raw materials from mines, 
farms and forests. Its resources 
of non-fuel minerals are the rich- 
est in the nation. These minerals 
are iron—predominant—lead, heavy 
clay, stone, sand and gravel. Not 
to be overlooked are the extensive 
forests, basis of the huge paper 
and furniture industries. 


Together, with the areas east- 
ward to the Atlantic seaboard, the 
Central region is a part of the 
most highly industrialized area 
on Earth. It has a prodigious out- 
put of diversified products which 
are marketed throughout the 
world. 


Northwest 


This region—embracing the two 
Dakotas, Nebraska, Kansas, Mon- 
tana, Wyoming, Colorado, Utah 
and Idaho—is in many respects 
unique in its economic develop- 
ment. Although its population has 
grown more slowly than New 
England and the Middle East—its 
income has advanced at a rate 
beyond that of the nation as a 
whole. Large in area, this region 
has the smallest segment of the 
country’s population and_ the 
smallest share of the nation’s in- 
come—about five per cent of the 
United States total. 


However, maintenance of the 
region’s share of the United 
States income, in the face of very 
slow population growth, resulted 
in a per capita rise at a rate ex- 
ceeded only by the South. The 
region’s per capita income jumped 
from $534 in 1929 to $1,273 in 
1949. Mining, transportation and 
agriculture contributed, with ag- 
riculture doing the major job. 

Agriculture is more dominant 
in this area than in any other part 
of the country. Income from agri- 
culture accounted for 21 per cent 
of all income in 1949 as compared 
to the nation-wide average of 
eight per cent. Farming is the 
leading industry of the region. In 
turn, income from farms is vola- 
tile—expenses are more or less 
fixed, but prices for farm products 
fluctuate with markets in the in- 
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dustrialized centers to the East. 

Farms of the region are the 
largest in the United States—three 
times the size of the average 
American farm. Highly mechan- 
ized, Northwest farms are oper- 
ated with one-third the man- 
power employed per acre of crop- 
land on the average American 
farm. 

The Northwest is the least in- 
dustrial of all the regions in the 
United States. Manufacturing 
payrolls accounted for only 8 per 
cent of its total income in 1949, 
compared to the national average 
of 22 per cent. The region’s out- 
standing industry is food process- 
ing, insignificant in relation to 
agriculture, while lumber employ- 
ment is today about where it was 
20 years ago, around 8 per cent of 
total gainfully employed workers. 

As we swing into a new year, 
the Northwest is still predomi- 
nantly agricultural. Industrial em- 
ployment and activities are on 
the rise, but not significantly so. 
The region seems destined to re- 
main pastoral. 


Far West and Pacific Coast 


This has been the fastest grow- 
ing region in the United States. 
Underlying forces have been the 
tremendous development of natu- 
ral resources of the area—Wash- 
ington, Oregon, California and 
Nevada—plus swelling population. 
The latter jumped 75 per cent in 
20 years, mostly because of tides 
of migrants who swarmed in from 
the farm regions of the South 
and Northwest. 

In the 1929-1949 period, the 
income of the area more than 
tripled, while its share of the 
total national income rose from 
8.5 per cent to 11.6 per cent. 

Factors contributing to the 
economic advancement of this 
area are legion. Construction, 
hydroelectric developments, irri- 
gation, real estate booms, service 
industries, all have had prominent 
roles. You can’t put your finger 
on one that has been outstanding, 
yet all had their appreciable parts. 

Although the leading indus- 
trial section of the West, the Far 
West ranks fifth in manufactures 
among the seven major regions of 
the United States. The payrolls 
of its factories account for 15 
per cent of the area’s total income 
~more than any other one of its 
industries, but less than the rela- 
tive contribution makes to total 
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That emphasize capital gain potentialities. All 
dividend payers in diversified industries. One 





SPECIAL 
OFFER 


now paying 8.9% dividend yield and it hasn’t 
missed a dividend since 1941. The share earn- 
ings on one increased 37% 
and it has paid dividends anal since 1927. 


in 1951 over 1950 


Because of their relatively good position 
these issues are suggested as switches either 


for portfolio improvement (replacements for 
poorer grade low-priced stocks) or for tax 
purposes to those who desire to maintain some 
funds invested in low priced issues at this time. 





ACT NOW-—MAI 


STANDARD & POOR’S CORPORATION, 345 Hudson Street, New York 14, N.Y. 


3 issues of Poor’s Investment Advisory Survey, published by the 
largest statistical and investment advisory organization in the world 
—established 1860. (Offer open to New Readers of this Survey only.) 








i I enclose $1. Send me Standard & Poor’s Special List of 5 Low- 
1 4 Priced Stocks. Also send me, without additional cost, the next 


Zone ___ State 








A304-180 





income throughout the United 
States. 


In Summary 


The nation’s industry and econ- 
omy expand South and West, but 
a careful review of the expansion 
over two decades does not indi- 
cate that one section of the nation 
prospers at the expense of an- 
other. 

All that we find is that the 
nation — region-by-region — moves 
forward, each region making the 
most of its own economic advan- 
tages without “raiding” the econ- 
omy of any other area. 





Outlook for Commodity 
Prices in 1952 
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By now, it has become standard 
American folklore to believe that 
Government spending and Fed- 
eral deficits necessarily spell in- 
flation and rising commodity 
prices. Many economists, who 


should know better, have been 
basing their forecasts of higher 


business activity and higher com- 
modity prices solely on the pro- 
jections of Government spending. 

The records, however, are very 
clear on this subject for those who 
care to investigate. In the early 
years of the Great Depression, 
prices declined precipitately des- 
pite large and increasing Federal 
deficits. Many of us have forgot- 
ten that Franklin D. Roosevelt, 
before taking office in 1933, prom- 
ised to balance the budget which 
had gotten sadly out of whack un- 
der President Hoover! 

As business got going again 
under the impetus of the various 
alphabetical agencies, prices rose. 
But, prices slumped whenever 
business slumped, regardless of 
the fact that the budget stayed 
out of whack. Considering the 
value of the dollar at the time, 
the annual Federal deficits in the 
1930s were truly large. But, they 
had little direct influence on 
prices. . 

The records show very clearly 
that Federal spending and Fed- 
eral deficits are not price stimuli 
if the trend of industrial output 
is not upwards. They may pre- 
vent prices from declining more 

(Please turn to page 552) 
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than they otherwise might, of 
course. 

In the final analysis, the atti- 
tude of the great mass of con- 
sumers seems to have more influ- 
ence in determining the commod- 
ity price level than do the activi- 
ties of Government. Some Gov- 
ernment economists seem to have 
become aware only recently that 
consumers are not behaving as 
they should in the present situa- 
tion, and are beginning to won- 
der. ° 

National income is rising, very 
slowly now to be sure, but con- 
sumer spending is declining. At 
the present time, personal sav- 
ings—which include a number of 
items other than bank savings, 
such as payments on time pur- 
chases, payments on mortgages, 
etc.—are at about 10 percent of 
disposable personal income and 
still rising, whereas the normal 
rate is around 4 to 5 percent. Per- 
sonal savings, now at an annual 
rate of $23 to $25 billion, could 
rise as high as $55 billion if they 
were to move up to the 1944 per- 
centage. 

It is only too apparent that a 
rise of this magnitude in personal 
savings would more than offset 
the projected increase in defense 
spending. The glibbest of the 
economists do not seem to have 
any very clear idea just why sav- 
ings are mounting. They believe, 
so they say, that the trend will be 
reversed, but they have no basis 
for this belief. 

At the same time, the econo- 
mists admit that nothing short of 
the outbreak of global war is 
likely to touch off another con- 
sumer buying spree. So there you 
have it. 

The real answer to the in- 
creased rate of savings probably 
is that many people are beginning 
to distrust the present high price 
level and are beginning to salt 
away a little money that may be 
worth more in goods eventually, 
that people are concerned over 
the general business outlook since 
conditions are very spotty around 
the country despite the overall 
very high level: that demands are 
fairly well satisfied, and that it 
might be a good idea to have a 
little folding money on hand for 
an emergency. 


There can be no doubt whatso- 
ever that the high and rising rate 
of savings is becoming a powerful 
deflationary influence. 

There are few shortages in 
commodities at the present time 
and fewer in prospect. The de- 
mands of the armament program 
have resulted in very tight sup- 
plies of some of the metals, but 
even here the situation is improv- 
ing as a result of increased pro- 
duction. By the end of 1952, it is 
said, sufficient steel will be avail- 
able to meet fully civilian and 
military requirements. Copper 
may remain tight, but much sub- 
stitution is under way. In most 
other metals, an easier demand- 
supply situation appears in pros- 
pect. 

Foodstuffs are in generous sup- 
ply and promise to be even more 
generous. The Department of 
Agriculture looks for a sharp rise 
in cattle slaughter for this year 
and for several years to come, 
which should break the back of 
the inordinately high meat prices 
that have contributed much both 
to the high commodity price level 
and the high cost of living. 

A larger and near-record wheat 
crop is indicated for this year, 
and bigger crops of other grains 
are scheduled. 

Fibers, both natural and man- 
made, are fully ample to meet all 
foreseeable requirements. 

Shortages of commodities and 
of goods, such as we knew during 
World War II, do not exist and 
are not in sight. 

OPS ceilings are being violated 
right and left, but on the down 
side. There is little likelihood of 
this trend being reversed. Hence 
the increasing tendency towards 
“de-control” in full recognition 
of the fact that many official ceil- 
ings are purely academic. The 
way it looks, commodity price de- 
velopments in the months ahead 
will likely be on the deflationary 
rather than inflationary side. 





Year-end Corporate State- 
ments and First Quarter 
Trends 
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earnings amounted to $3.77 com- 
pared with $3.15 in 1950, both fig- 
ures giving effect to the additional 
187,500 shares of common stock 
sold in October 1951. 


What draws attention is the big 
for the fourth quarter against 
$1.42 a share in the third quarter. 
There are several reasons for the 
apparent sharp decline in fourth 
quarter profits. One is that the 
additional tax liability under the 
new tax law, amounting to 23 


cents a share, was charged against | 
fourth quarter income. Then, two | 


special reserves, together reducing 
fourth quarter earnings by about 
58 cents, were set up, one against 
a still contested court judgment 
against a Dresser subsidiary, the 
other against a series of cus- 
tomers’ notes currently in default. 
Together, these special charges 
amount to 81 cents a share; thus 
had it not been for them, fourth 
quarter net would have come to 
$1.12 a share instead of the re 
ported 31 cents a share, compar- 
ing rather more favorably with 
per share net of $1.42 reported 
for the third quarter of 1951. 


Favorable EPT Position 


Altogether, the company’s ef- 
fective tax rate last year was 
approximately 50% as against 
40% in 1950. This points to a 
rather favorable excess profits tax 
base. EPT in 1951 amounted to 
only 31 cents a share, or $401,000 
altogether, compared with liabil- 
ity for normal and surtaxes of 
$4.9 million, against $3.2 million 
in 1950. 

1951 was the 60th year in busi- 
ness for Chain Belt Company and 
also its biggest in terms of sales 
though not in point of earnings. 
Sales reached a peak of $38.9 mil- 
lion, up from $27.8 million the 
year before for a gain of 40%. 
Despite higher operating costs, 
pretax net was also substantially 
higher at $6.3 million against 
$4.8 million, but the tax bill rose 
to $3.75 million from $2.14 mil- 
lion, or 31%, pruning net income 
to $2.56 million compared with 
$2.65 million in 1950, or $5.24 per 
share against $5.44 in 1950. Simi- 
larly the net profit margin 
dropped to 6.6% from 9.5%. 

The ratio of operating costs to 
sales, which normally decreases 
with larger volume, was slightly 
greater because of higher pur- 
chase costs of materials not com- 
pensated for in selling prices. 
Additionally, a substantial amount 
of work had to be subcontracted 
which further added to the cost 

(Please turn to page 554) 
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Steel wall and base cabinets, kitchen 


1par- HIGHLIGHTS Year ended Year ended sinks, waste disposers, ventilating 
with Nov. 30, 1951 Nov. 30, 1950 fans. 
orted 
BENDIX 
3 Consolidated net sales - $286,598,113 $256,966,971 eC ee 
Automatic washers, dryers, ironers. 
Consolidated net income . $10,089,214 $12,635,633 CROSLEY 
f Shelvador refrigerators, home and 
S el- ~ farm freezers, electric ranges, kitchen 
was Earned per common share $1.10* $1.65** dats end cebieae, teladdan end 
ainst radio sets and other home equipment. 
to a Dividends per common share $0.60 $0.50 CROSLEY BROADCASTING 
s tax CORPORATION 
d to Net working capital . . $87,933,721 $70,980,186 Operates WLW, “The Nation’s 
000 Station,” Cincinnati, and WINS, New 
= York; and television stations WLW-T, 
abil- Nettangibleassets (net worth) $88,620,194 $81,273,695 Cincinnati; WLW-D, Dayton, and 
f WLW.-C, Columbus. 
Ss 0 
llion Per common share. . $9.07 $8.65 HORN 
Hydraulic loader attachments, 
ei Per preferred share. $514.00 $402.00 shredders, wagon boxes. 
and ~ LYCOMING ~ 
] Number of stockholders . 63,288 57,119 Aircraft and industrial engines, pre- 
sales pape - ta at cision machine parts. 
4 eo * Based on 8,819, common shares outstanding at close of fiscal 1951. 
ar ** Based on average number of common shares outstanding during fiscal 1950. NEw JpE A 
mu- 


Spreaders, corn pickers, balers, hay 


the rakes and loaders, power take-off 
10 cf, mowers, grain and baled-hay eleva- 
au tors and other farm equipment. 
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BENEFICIAL 


LOAN CORPORATION 
DIVIDEND NOTICE 


Dividends have been declared by 
the Board of Directors, as follows: 
CUMULATIVE PREFERRED STOCK 
$3.25 Dividend Series of 1946 
$.81% per share 


(for quarterly period ending 
March 31, 1952) 


COMMON STOCK 
Quarterly Dividend of 
$.50 per share 
The dividends are payable 
March 31, 1952 to stockholders 
of record at close of business 

March 14, 1952. 


PHILIP Savmens 


January 18, 1952 reasurer 








OVER 
700 OFFICES 


CREPED PAPERS + GIFT WRAPPINGS 


DIVIDEND NOTICES 


Debenture: The regular quarterly 
dividend of $2.00 per share on the 
Debenture Stock will be paid Mar. 
3, 1952, to stockholders of record 
Feb. 11, 1952. 


“A” Common and Voting Common: 
A quarterly dividend of 30 cents 
per share on the “A” Common and 
Voting Common Stocks will be paid 
Mar. 3, 1952, to stockholders of 
record Feb. 11, 1952. 

A. B. Newhall, Treasurer 
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DIVIDEND NOTICE 


SKELLY OIL COMPANY 


The Board of Directors has 
today declared a quarterly 
cash dividend of 75 cents 
per share on the common 
stock of this Company, also 
a ten per cent stock divi- 
dend, both payable March 
5, 1952, to stockholders of 
record at the close of bus- 
iness January 30, 1952. 


Cc. L: SWIM, 
Secretary 








Jan. 15, 1952 






















SES COLUMBIAN 
CARBON COMPANY 


One-Hundred and Twenty-First 
Consecutive Quarterly Dividend 


A quarterly dividend of 50 cents per 
share will be paid March 10, 1952 to 
stockholders of record February 15, 
1952. at3P.M 

LYLE L. SHEPARD 


Treasurer 
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of production. 

Interestingly, the fourth quar- 
ter was the company’s best, pro- 
ducing per share net of $1.58 com- 
pared with $1.41 in the third 
quarter and only 86 cents in the 
first quarter. The company has a 
large backlog of unfilled orders 
though current demand is under 
that of a year ago. Depending 
upon the extent to which these 
orders are affected by procure- 
ment and other regulations, oper- 
ations for the first half of 1951 
should be at a good level, accord- 
ing to the management. More- 








Allegheny Ludium Steel Corporation 
Pittsburgh, Penna. 


At a meeting of the Board of Directors of the 
Allegheny Ludlum Steel Corporation held today, 
January 24, 1952, a dividend of fifty cents (50¢ 
per share was declared on the Common Stoc 
of the Corporation, payable March 31, 1952, to 
Common stockholders of record at the close of 
business on March 1, 1952. 

The Board also declared a di- 

vidend of one dollar nine and 

three-eighths cents ($1.09375) 

[NL per share on the $4.375 Cumula- 

tive Preferred Stock of the Cor- 

poration, payable March 15, 1952, 

to Preferred stockholders of rec- 

ord at the close of business on March 1, 1952, 
S. A. McCASKEY, Jr. 
Secretary 














over, the company is in an excel- | 


lent competitive position, with 


productive facilities in excellent | 
condition. Defense work as yet is | 
small, but should increase as the | 


year progresses. 


Sales and earnings trends of | 


the other companies listed in our 
table are indicated by the data 
given. In terms of net profits for 
the year, the picture is a highly 
irregular one, showing some 
increases but also occasionally 
rather sharp decreases, a pattern 
that mirrors general industry 
experience as a whole. 
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draw immediate and drastic re- 
taliation—not against the country 
involved but against Russia her- 
self. 

One comes reluctantly to the 
conclusion that this is probably 
the only way to stop the Krem- 
lin’s plan for chaos, and then 
world domination, without global 
war. There is reason to believe 
that Moscow is anxious to avoid 
global war if only because they 
realize they cannot win in the 
end. But they also know that 
there are more ways than a shoot- 
ing war to gain worid power. One 
is the kind of indirect aggression 
which has proved so successful in 
the past. We should recognize 
this and resist it the only way it 
can be resisted — by making it 
clear that further indirect agyres- 
sion means direct action against 
Russia herself. 


Fratiflly yours) ( for FG GYaars 


1902 1952 


THE TEXAS COMPANY 
. ae 


Consecutive Dividend 


A dividend of sixty-five cents (65¢) 
per share on the Capital Stock of 
the Company has been declared this 
day, payable on March 10, 1952, to 
stockholders of record at the close 
of business on February 8, 1952. 
The stock transfer books will re- 
main open. 





Rosert FISHER 


January 25, 1952 Treasurer 














Burroughs 


207th CONSECUTIVE CASH 
DIVIDEND 


A dividend of twenty cents ($.20) a share 
has been declared upon the stock of 
BURROUGHS ADDING MACHINE COM.- 
PANY, payable March 10, 1952, to share- 
holders of record at the close of business 
February 8, 1952. 


SHELDON F. HALL, 
Secretary 


Detroit, Michigan 
January 29, 1952 























Union CarBipe 


AND CARBON CORPORATION 


M4 


A cash dividend of Fifty cents 
(50¢) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable Mar. 3, 
1952 to stockholders of record at 
the close of business Feb. 1, 1952. 
KENNETH H. HANNAN, 


Secretary 
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-MORE INCOME — MORE PROFIT FOR YOU 


IN SELECTIVE 1952 


A “do nothing” investment policy can prove very 
costly in 1952... yet every step you take must be 
prudently based on latest facts and figures correctly 
interpreted in terms of company values and share 
prospects. 


For—total corporate net income will decline—but many 
companies will record sharp earnings improvement. 
There will be an increase in dividend casualties—yet 
dependable yields of 6% to 7% are available among 
favored stocks. 


EXCELLENT OPPORTUNITIES IN 1952 


Our analysts have been carefully studying the position 
and prospects of the corporations which seem best 
situated in the coming year — candidates for higher 
earnings — large dividend disbursements — profitable 
market action. But selection will be only one step. 
The strategic timing of each purchase and each sale 
will be a consideration of paramount importance 
which we will keep in mind throughout the year in 
serving you. 


“Thank you for your valuable and helpful advice.” 


Appreciative comments such as the above received 
December 6th, 1951, from school superintendent in 
California illustrates the satisfaction of an investor 
who has been with us since 1944. We are confident 
that our record in 1952 will continue to earn for us 
such comments of enthusiasm on results achieved. 


THREE DIVERSIFIED PROGRAMS COMPLETE 
IN ONE SERVICE 


—For Backlog Investments 
—For Appreciation with Income 
—Low Priced Shares for Large Pecentage Growth 


The Investment and Business Forecast brings you 
three, prudently diversified programs to meet your 
every objective. All are provided under your single 
enrollment. 


ADDED FEATURES INCLUDE... 


Consultation by Wire and by Mail... To keep your portfolio on a 
sound basis, you may consult us on 12 securities at a time... 
by wire and by mail. 


Business Service .. . Weekly review and forecast of vital happen- 
ings as they govern the outlook for business and individual 
industries. 


Washington Letter . . . “Ahead-of-the-news” weekly reports from 
our special correspondent on legislative and political develep- 
ments weighing their effects on business and securities. 

ENROLL NOW to share in OUR NEW CAMPAIGNS 
TO START AT THE NEXT BUYING ZONE. 


Join our service now so that you will be able to par- 
ticipate in our stock selections for ABOVE AVERAGE 
INCOME AND PROFIT when they are issued and 
before their initial rally gets under way. 

AND, if you will send us full data on your present 
holdings and cash position you will receive our 


advice at once—WHAT TO SELL—WHAT TO HOLD. 


You are invited to take advantage of our Special 
Enrollment Offer which provides FREE SERVICE to 
March 9th. Mail the coupon below ... today. 























7 —— = ‘FREE SERVICE TO MARCH 9 ee a= 
Mal Coupon - =" 
Joday. / | THE INVESTMENT AND BUSINESS FORECAST ] 
| of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. | 
m= ; | I enclose [1 $60 for 6 months’ subscription; {] $100 for a year’s subscription. | 
Special Offer ' (Service to start at once but date from March 9, 1952) ! 
MONTHS’ | SPECIAL MAIL SERVICE ON BULLETINS | 
6 SERVICE $60 | Air Mail: [) $1.00 six months; [J $2.00 (0 Telegraph me collect in anticipation of | 
j one year in U. S. and Canada. important market turning points...when | 

Special Delivery: [) $4.00 six months to buy and when to sell...when to ex- 
MONTHS’ ] C) $8.00 one year. pand or contract my position. 1 
Sa "ye nT 7 
Complete service will start at NNO ecco sce cps aan ca hecbh ahaa tea tanta oon fossa _ | 
once but date from March 9. | City State | 
Subscriptions to The Forecast { Your subscription shall not be assigned at List up to 12 of your securities for our 1 
are deductible for tax purposes. _ = time without your consent. initial analytical and advisory | 


FEBRUARY 9, 1952 















AYGg *‘A Family of 
“tomoranon f Famous Names’? 


The Board of Directors of Avco 
Manufacturing Corporation has 
declared a quarterly dividend of 
15 cents a share on the Common 
Stock payable March 20, 1952, to 
stockholders of record February 
29, 1952. 

R.S. Pruitt, Secretary 


420 Lexington Ave. 
New York 17, N.Y. 
January 25, 1952 




















Atlas Corporation 


33 Pine Street, New York 5,N. Y. 





Dividend No. 41 
on Common Stock 





A regular quarterly dividend of 40¢ 
per share has been declared, payable 
March 21, 1952, to holders of record 
at the close of business on February 
27, 1952 on the Common Stock of 
Atlas Corporation. 


Water A. Peterson, Treasurer 
January 26, 1952. 





























Market Continues Mixed 
With Strong Spots 





(Continued from page 506) 


and issues may continue to rise 
under investment buying. 

There is nothing exciting in the 
first-quarter business outlook, and 
it might not be much changed in 
the second quarter. Over-all pro- 
duction is on an even keel, a little 
under the best level of last spring, 
with soft-goods output well down 
and inventory adjustment in 
many soft-goods lines continuing. 
The wholesale price index has 
eased slightly further. The Gov- 
ernment will take in considerably 
more cash in this period than it 
will spend. However, rather large 
deficit spending is indicated in the 
second half, and it will be sup- 
porting, if not mildly inflationary. 
The presently projected flatten- 
ing out of the arms build-up may 
moderate its maximum impact on 
the economy; but, unless private 
capital outlays shrink more 
greatly than is now indicated, 
should defer the anticipated post- 
defense economic adjustment by 
a year or more. 

Among the industries, more or 
less in line with the selectivity of 








the market, there are, of course, 
all manner of divergencies. To 
cite but a few, there is something 
approaching depression in tex- 
tiles, with the previously dynamic 
rayon branch in one of the long- 
est lean periods in its history; no 
better than a_ fair-to-middling 
level of retail trade; a problem 
of transitional unemployment in 
the automobile centers; unchecked 
booms in the capital-goods indus- 
tries, the oil industry and a few 
others. 


The Fallible Dow Pattern 


A few more words on the Dow 
averages are presently appropri- 
ate because quite a few people— 
although not nearly so many as 
formerly—still appraise market 
performance in terms of their 
correlated “patterns”; and_ be- 
cause, in their eyes, the averages 
recently reached a “crucial” level, 
with the industrials about 1 point 
under their high of last autumn, 
rails about 214 points under their 
February, 1951, high. The ques- 
tion was and is: will they “go 
through”, thus “confirming” a 
general upward trend? Only the 
market can answer it; and the 
probability is that the answer will 
make no important difference 
either way. 

The following should be noted: 
(1) the “confirmatory signals” 
provided by these averages were 
always more or less fallible, and 
have been particularly so in the 
modern market. Thus, a bull mar- 
ket was signalled in the summer 
of 1948 within a few points of 
what proved to have been the top 
of a limited trading-range swing; 
and a bear market was confirmed 
in June, 1949, within less than 2 
points of the start of a major and 
protracted, even though selective, 
advance. (2) At the January 22 
high of the Dow industrial aver- 
age, most other composite indexes 
or averages of industrial stock 
prices had “gone through” their 
autumn, 1951, highs by clear-cut 


margins. (3) None of the rail 
averages or indexes have yet 
closely tested their February, 


1951 highs; and, even should they 
“oo through,” no basis for a sub- 
stantial rise is apparent. Rail car 
loadings are running a bit under 
year-ago levels. There is little 
chance for appreciable improve- 
ment in rail earnings generally, 
unless the ICC grants a fairly 
generous freight-rate boost; and, 
should it do so, the benefit thereof 
will in due time be taken away by 





the labor unions, as heretofore, | 


(4) Experience has demonstrated 


that industrials, given adequately | 


favorable conditions, can trend 
up for extended periods with little 
or no help from rails. 

We continue to believe that de- 
cisions to buy, hold or sell stocks 
should hinge primarily on selec. 
tive considerations as regards 


industry groups and, even more | 
so, the characteristics and pros. | 


pects of individual issues, specific 
guidance on which will always be 
found in discussions and analyses 
elsewhere in the Magazine. Those 
aiming mostly at medium-term 
capital gain should continue to 
hold reasonable reserves against 
unforeseeable contingencies and 
for later selective buying oppor- 
tunities.—Monday, February 4. 


ww 








STEEL TRAILS TO SANTA FE 
By L. L. WATERS 


STEEL TRAILS TO SANTA FE 
chronicles no Indian massacres, since 
railroaders figured in none; but count- 
less exciting stories vied for inclusion. 
The book differs from many histories 
of railroads. It does not stop at an early 
date or deal merely with construction 
but brings the story down to 1950 and 
looks toward the future. The early 
struggles and “wars,” the peopling of 
the prairies, the role of Fred Harvey, 
operations, financing, and other aspects 
of business are a part of this vivid suc- 
cess story. Here, in short, is an absorb- 
ing case study of one of the forces which 
have made America. 


University of Kansas Press $4.00 


CHINESE COMMUNISM AND THE 
RISE OF MAO 
By BENJAMIN I. SCHWARTZ 


In general, it is Mr. Schwartz’ view 
that in spite of its seeming “successes,’ 
Marxism has undergone a slow but 
steady decomposition in its movement 
eastward, and he shows how that pro- 
cess, in which Lenin and Stalin have 
already played a role, has been carried 
forward yet another step by the experi- 
ence of the Chinese Communist Party. 
He studies the beginnings of Commu- 
nism in China—how and why it caught 
hold, first, with the intellectuals, and 
the personalities and backgrounds 0 
the two party founders, Ch’en Tu-hsiu 
and Li Ta-chao. He then analyzes the 
peculiar nature of the Communist-Kuo- 
mintang alliance of 1924 and the causes 
of its collapse. Here he shows that the 
alliance was not formed on the initia- 
tive of the Chinese Communist party 
and even ran counter to the wishes of 
some of its leaders (including Ch’en Tu- 
hsiu), and he discusses the role played 
by Mao Tse-tung during these years. 


Harvard University Press $4.00 
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REET 


WHAT 








ABOUT 


N increasing degree of selectivity has been 

evident in the market and it may be 
accentuated shortly. Some annual reports 
being released are better than expected — 
others are disappointing. The outlook is 
changing for many companies — possibly some 
in which you are committed. 

What about your securities? 

How recently have you studied their earn- 
ings position, financial status, market action? 
Are you confident that the issues in your 
account are those best fitted to meet your 
investment objectives under new conditions? 
Is your portfolio sufficiently tax sheltered. 
invulnerable to labor troubles. free from 
excessive competition ? 

There will be high rewards for discriminat- 
ing judgment—great opportunities for new in- 
vestments, too—regardless of taxation—as our 
swiftly paced economy moves into high gear 
under the impetus of rearmament. 


STRATEGIC AND IMPORTANT POINT 
TO REVISE YOUR INVESTMENT HOLDINGS 


The present—NOW-represents a_particular- 
ly strategic time to recheck every individual 
security you own, as well as the investment 
policy YOU are following, in relation to cash 
reserves, income productivity, inflationary 
versus deflationary factors and other influ- 
ential forces. 

Such reappraisal must be searching and 
factual, and must avoid personal emotions 
and subjective considerations. 

It is a difficult task for any individual in- 
vestor. Rather it is a job for an organization 
of well trained, seasoned experts in the vari- 
ous phases of investment analysis. 
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MANAGING YOUR SECURITIES 


Just as any business venture rises or falls by 
reason of management—so the healthy expan- 
sion—or the shrinkage—in your capital and 
income are governed by the competence and 
nature of the management of your investment 
account. 


Capable management must construct a bal- 
anced portfolio, soundly diversified as to type 
of security, nature of business, geographical 
location and political influences. 

It must plan to produce an income return 
to meet your individual needs and to provide 
a degree of safety to fit your personal cir- 
cumstances. 

Proper supervision of securities should 
anticipate dangers ahead and take steps to 
protect principal against loss. It should see 
new opportunities developing and set up a 
program to participate fully in income and 
profit benefits to be derived. 


CONTINUOUS PERSONAL MANAGEMENT 
Investment Management Service takes the 
initiative in advising you when any change 
should be made in your personal investment 
holdings. You would be relieved of worry, 
effort and research and would never be left 
in doubt as to your market position. It is this 
alert, unbiased counsel which clients have 
renewed year in and year out. 

NOW, with the market in a difficult phase, 
you should investigate this Service, by taking 
advantage of the special invitation below. 
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INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 
A background of forty-four years of service 


90 Broad Street 


New York 4, N. Y. 








SECURITIES ¢ 








A Statement by 
Anaconda on the 


Copper Situation 


ANY users of copper have vital decisions 
M to make ... usually in connection with 
the present defense-induced shortages of cop- 
per and aluminum. This statement is an effort 
to remove the smoke screen surrounding the 
copper picture... to wipe away the confusion 
caused by too much talk supported by too few 
facts. 


Substitution poses problems — Industry has 
been urged to substitute aluminum and other 
materials for copper. In some instances this 
may be logical and practicable. In many others 
it is difficult, if not impossible. But — before 
making any long-term decisions that may cost 
a great deal of money in engineering, new plant 
facilities or rescheduling of production opera- 
tions — one should know the facts about the 
future of copper. 


New Anaconda projects — The first major in- 
crease in copper production will come from 
Anaconda when the Greater Butte Project and 
the new Sulphide Plant at Chuquicamata, 
Chile, begin operations this spring. By 1953, 
these two projects should raise present levels of 
copper production by about 95,000 tons yearly. 

Toward the close of 1953, Anaconda’s new 


AN AC Oo N pA The American Brass Company 


Anaconda Wire & Cable Company 


COPPER MINING COMPANY 


International Smelting and Refining Company 


Yerington project in Nevada is expected to 
start producing at an annual rate of 36,000 tons. 
By then, Anaconda will be adding to the pres- 
ent yearly copper supply at the rate of about 
125,000 tons. 


Other new projects — During 1954-55 still 
other new projects in the U. S. and friendly 
foreign countries will further augment the 
increasing copper supply. All told, it is esti- 
mated that by 1955, not less than 450,000 tons 
of copper could be produced annually — over 
and above present production levels. 

Accordingly, in 1955-56, domestic produc- 
tion plus imports could bring the U. S. copper 
supply to 1,800,000 tons yearly. This would 
represent an increase of about 20% over present 
levels. Based on historical comparisons, and 
barring a large-scale shooting war, this amount 
of copper could support a Federal Reserve 
Board Index of Industrial Production of 270, 
an increase of 24% over the present, and 45% 
above the first half of 1950. 

eee 

These are the ‘things to come’ in copper. On 
the basis of the facts there is no necessity for 
considering long-range substitution of other 


materials for the red metal. ~— 


Andes Copper Mining Company 
Chile Copper Company 
Greene Cananea Copper Company 


PRODUCERS OF: Copper, Zinc, Lead, Silver, Gold, Cadmium, Vanadium, Superphosphate, Manganese Ore, Ferromangancse. 


MANUFACTURERS OF: Electrical Wires and Cables, Copper, Brass, Bronze and other Copper Alloys in such forms as Sheet, 
Plate, Tube, Pipe, Rod, Wire, Forgings, Stampings, Extrusions, Flexible Metal Hose and Tubing. 
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